
T H E  V I C E  P R E S I D E N T
W A S H I N G T O N

February 24, 1999

Dear Friends:

I am pleased to welcome you to Washington for the world’s first conference
specifically targeting corruption among justice and security officials.

Corruption among such officials is a direct threat to the rule of law. President
Clinton addressed this threat in his International Crime Control Strategy of May 1998,
wherein he called for a conference to examine real-life situations relating to standards of
integrity among justice and security officials. This gathering also responds to the call
raised at the June 1998 Summit in Birmingham, England, where the G-8 heads of state
directed senior experts to explore ways to combat official corruption. Finally, this
conference builds on the work of the United Nations, the OECD, the OAS, the European
Union, NGOs including Transparency International, and other organizations such as the
Global Coalition for Africa -- all of which are involved in fighting corruption.

Only by acting together can we safeguard our common interest in the rule of law
and protect our citizens from official corruption. I am honored to join you.

PRINTED ON RECYCLED PAPER
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U.S. DEPARTMENT OF STATE

For Immediate Release
99/l 52

Office of the Spokesman
February 23,1999

NOTICE TO THE PRESS

Media schedule for Vice President Gore’s Global Forum on Fighting Corruption
February 24-26,1999

The Department of State and the Office  of the Vice President welcome representatives of bona fide
media organizations to “‘A Global Forum on Fighting Corruption: Safeguarding Integrity Among
Justice and Security Officials” to be held February 24-26, 1999. Over 500 officials from 85
countries and over 30 multilateral and non-governmental organizations will join the Vice President
for the world’s first conference to target corruption from the receiving side - among police,
prosecutors, judges, military officials, etc.

All media intending to cover the Global Forum on Fighting Corruption must enter and exit the
Department of State through the 23”’ Street entrance located between C and D Streets, NW. Press
will not be permitted to enter through the Diplomatic Entrance on C Street. The 23’d Street Entrance
will open for media access at 7:OOam.

SCHEDULE OF EVENTS

[NOTE: ALLEVENTSAREINTHELOYHENDERSONINTERNATI~NALC~NFERENCEFACILITY,EXCEPTAS

INDICATED.]

Wednesday, February 24

7:OOam Doors open on 23n’ Street for Press Access

7:30 am Pre-set Cameras must be in place

9:00 am Opening Session
Welcome: Madeleine Albright, Secretary of State
Keynote: Vice President Al Gore, Forum Chairman
Remarks: Donald Johnson, Secretary General, OECD

Pino  Arlacchi, Executive Director, UN Crime Center
Jeremy Pope, Managing Director, Transparency International

PRESS: OPEN

lo:30 am Plenary Session: Significance of Corruption Among Justice and Security
Officials
Moderator: Vice President Al Gore, Forum Chairman
PRESS: OPEN



.
12:30 pm

2:00 pm

3:45  pm

5:30 pm

6:30pm

Luncheon (Invited Participants/Renjamin  Franklin Room, 8th Floor)
Introduction: Under Secretary of State Frank Loy
Address: Secretary of the Treasury Robert Rubin
PRESS: POOL
(Secretary Rubin’s address will be available via closed circuit TV in Loy Henderson)

Plenary Session: Economic Governance, the Private Sector and Corruption
Moderator: Under Secretary of State for Economic, Business and
Agricultural Affairs Stuart M. Eizenstat
Presenters: Daniel Kaufinann, World Bank
Maria Livanos Cattaui, Secretary General, International Chamber of Commerce
PRESS: OPEN -_

Plenary Session: Ethics Regimes in the Public Sector
Moderator: Hon. Stephen D. Potts, Director, U.S. Office of Government Ethics
Presenters: Miria R. K. Matembe, Minister for Ethics and Integrity, Uganda
Zhao Hongzhu, Vice-Minister of Supervision, China
Luis Nicolas Ferreira, Director, National Office of Public Ethics, Argentina
Prof. Enrico Zanelli, University of Genoa, Italy
Howard Keith Whitton,  Queensland Department of the Premier and Cabinet
Elaine Kaplan, Special Counsel, U.S. Office of Special Counsel
PRESS: OPEN

Dinner (Invited Participants/Benjamin Franklin Room, 8th Floor)
Hosts: Vice President Al Gore, Attorney General Janet Reno
Brief remarks by Attorney General Reno
PRESS: POOL

Thursday, February 25

8:30 am Plenary Session: Legal Frameworks and Enforcement Authorities
Moderator: Eric Holder, Deputy Attorney General v.
Presenters: Sang Cheon Park, Minister of Justice, Republic of Korea
Vasyl Durdynets, Director, National Bureau of Investigation, Ukraine
Philip B. Heymann, Harvard University (former Deputy Attorney General)
PRESS: OPEN

lo:15 am Plenary Session: Upholding Integrity Among Justice and Security Officials
Presiding: Vice President Al Gore, Forum Chairman
Moderator: Prof. Charles Moskos, Anderson Chair, Weinberg College of Arts and
Sciences, Northwestern University
Presenters:
Prof. dr. Anton Bebler, Faculty of Social Sciences, University of Ljubljana, Slovenia
Dr. Juan Rial, PEITHO, Uruguay
Dean Walter Kamba, University of Namibia
PRESS: OPEN



- 11:45 p m Plenary Session: Religious Values and the Struggle Against Corruption
Presiding: Vice President Al Gore, Forum Chairman
Moderator: Judge John Noonan

Presenters: Alan Geyer, Washington National Cathedral
Rabbi Dr. Burton J. Visotzky, Jewish Theological Seminary, New York
Archbishop Oscar Andres Rodriguez (Honduras), President, Council of Latin
American Roman Catholic Bishops
Dr. Nurcholish Madjid, Rector, University of ParamadinaMulya, Jakarta, Indonesia
Dr. Yasuo Sakakibara, Daioji Temple, Kyoto, Japam
Dr. Veena Das, University of Delhi, India
PRESS: OPEN

1:30 pm Luncheon (By invitation/Benjamin Franklin Room, 8th Floor)
Speakers : Justice Stephen Breyer, United States Supreme Court

Under Secretary of State for Global Affairs Frank Loy
PRESS: POOL

3:45  pm Specialty Sessions:

National Security Forces (National Defense University)
Other Security Forces (FBI Headquarters)
Customs Services (Customs Service Headquarters)
Financial Regulatory Officials (Treasury Department)
Procurement Officials (Treasury Department)
Judiciary (Room 1105, Department of State)
Global and Regional Anticorruption Frameworks (Loy Henderson, State)
Internal Oversight (Room 1107, Department of State)
Non-Governmental Organizations (Room 1205, State)

BUS TRANSPORTATION WILL BE PROVIDED TO LOCATIONS

OUTSIDE THE DEPARTMENT OF STATE _

Friday, February 26

8:00 am Plenary Session: Strategies for Making Corruption Visible
Moderator: Penn Kemble, Acting Director, U.S. Information Agency
Presenters: Mayor Leoluca Orlando, Palermo, Italy
Tymon Katlholo, Director, Directorate of Corruption and Economic Crime, Botswana
Jose Luis Simon, Diario El Dia newspaper, Paraguay
Discussants: Prof. Roy Godson, National Strategy Information Center
Nancy Zucker Boswell, Managing Director, Transparency International - USA
PRESS: OPEN



. ’

lo:15 am Roundtable for Government Delegation Heads (Ben Franklin Room, 8th Floor)
Presiding: Vice President Al Gore, Forum Chairman
Presentation of summaries of specialty session
Discussions by session spokespersons
Round table summary discussion
PRESS:  POOL -

12:30  pm Closing Session ’
Address and Declaration: Vice President Al Gore, Forum Chairman
PRESS: OPEN

1:30 pm Global Forum Concludes



The Global Forum on
Fighting Corruption and Safeguarding Integrity

Among Justice and Security Officials

PRESS INFORMATION SHEET

The Office of the Vice President and the Department of State welcome
representatives of media organizations accredited to A Global Forum on Fighting
Corruption and Safeguarding Integrity Among Justice and Security Officials.
Media credentials must be worn at all times while in the Department of
State.

The Dean Acheson Auditorium will serve as the conference press center.
It is conveniently located next to the Loy Henderson Auditorium, the main
meeting site for the conference. A// media representatives must enter and exit
the State Department via the Press Entrance located on 23m Street between C
and D Streets, Northwest, Washington. Press will not be permitted to enter
through the Diplomatic Entrance on C Street.

A live feed of all forum events will be broadcast in the Acheson
Auditorium. The Opening Ceremony from 9:00 a.m. through IO:00 a.m. and the
Vice Presidents Introductory Remarks beginning at IO:30 a.m. on Wednesday,
February 24’h will be shown on a large projection screen. Following the Vice
President’s remarks, the screen will be stored and the stage used for ad hoc
briefings. Closed circuit television coverage of the Forum will continue to be
available in the Dean Acheson Auditorium throughout the meeting.

All sessions in the Loy Henderson Auditorium are open to the press.
However please be mindful of disruptions caused by arrivals and departures
during the proceedings

Telephones have been installed for use by visiting press. They are
located near the entrance to the Loy Henderson Auditorium. A major credit card
(Mastercard, Visa, etc.) or telephone calling card will be necessary to place calls
outside the Washington metro area. To access the press telephone room,
journalists must pass through the language interpreting area. P/ease be
considerate of the need for SILENCE while passing through this area.

Within the Acheson Auditorium there are sufficient seats and journalists
are welcome to work in the Auditorium throughout the conference day. Press
center doors will open at 7:00 a.m. on Wednesday, 7:30 a.m. on Thursday, and
at 7:00 a.m. on Friday. Please check with the Foreign Press Center on Tuesday,
February 23rd for camera pre-set times. Each evening the press center will close
one half hour following the end of that day’s events.

Scheduled press events as well as ad hoc briefings will take place in the
Acheson Auditorium. In addition, in two smaller rooms nearby, delegations may
also hold ad hoc briefings for selected journalists (e.g. for journalists from country
“x”). These’ rooms will be made available on a first come, first served, sign-up
basis. Press officers in the Acheson Auditorium will post notifications regarding
ad hoc briefings. Delegations are responsible for arranging press coverage
for briefings they schedule.
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Media representatives will be allowed unescorted access to the Loy
Henderson Auditorium press area, the Delegates’ Lounge, and the corridors
surrounding these areas. While in the Loy Henderson Auditorium, press must
remain within the press area at all times. Security guards, notices, and the
annotated floor plan included in the press kit will help journalists orient
themselves to the conference facility. Cameras (still and video) will only be
permitted to film in the Loy Henderson and Dean Acheson Auditoriums, and in
the small interview rooms. Access to areas designated “no press beyond this
point” will require a cleared State Department escort.

The working language at the conference for the media will be English.
Delegations briefing their national journalists may, of course, choose to use their
native language. In this case, the use of a language other than English will be
noted in the posted information announcing the briefing.

We have advised delegations that, in their contacts with the press,
Chatham House Rules apply: Conference participants are free to cite or
characterize their own delegation’s statements but may cite or characterize those
of other delegations only with their expressed permission.

Coffee and Tea for visiting journalists will be available just outside the
Acheson press center.. Please refrain from consuming refreshments for Forum
participants while in the Delegates’ Lounge.

OFF-SITE SPECIALTY SESSIONS:

Specialty sessions have been scheduled offsite  at various United States
Government agencies on Thursday afternoon. Please consult the “Session
Topics and Participants” enclosed in the press kit for more detailed information.

Integrity and Corruption Issues Specific to National Security Forces:
Deputy Secretary of Defense Dr. John Hamre will address the National Security
Forces panel concerning corruption issues specific to national security forces on
Thursday February 25’h, at the George C. Marshall Hall at the National Defense
University, Fort McNair. Following Secretary Hamre’s address, Secretary of the
Army Louis Caldera will co-chair the panel. Dr. Hamre’s address is open to the
media. Biographic material for both participants will be available at the press
information desk.

Attendance by the press is limited to 20 individuals. A sign-up sheet will
be maintained at the press information desk in the Dean Acheson Auditorium.
Any press wishing to attend this event should sign-up early as space will be
allocated on a first-come, first-served basis.

Transportation to and from Fort McNair will be provided by the
Department of Defense. The bus will depart from the C Street entrance of the
State Department promptly  at 3:00 p.m. Journalists must display a valid
conference credential to board the bus to Fort McNair.
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. Additional questions may be directed to Mr. Paul Philips at the following
telephone number: 1-703-693-I 074.

Panel on procurement Officials and Panel on Financial Regulators: The
Treasury Department will convene two simultaneous panel sessions on
Thursday, February 2!jth  at the Treasury Department, located at 1500
Pennsylvania Avenue, Northwest, Washington (approximately 10 blocks from the
State Department). The Panel on Procurement Officials  will take place in the
Cash Room and the Panel on Financial Regulators will be held in the Diplomatic
Reception Room.

Media without Treasury, White House, Defense, State or Congressional
press credentials who are planning to attend should contact Treasury’s Office of
Public Affairs at (202) 622-2960 with the following information: Name, Social
Security Number, and date of birth. This information may be faxed to (202) 622-
1999, Each room will be open for pre-set at 2:30 p.m.

Press information officers will be available throughout the Forum in the
Dean Acheson Auditorium to answer questions and assist with any other matters.
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USIA’S INFORMATION BUREAU
PRESENTS

AN ONLINE SERVICE FOR
VICE PRESIDENT AL GORE’S

“GLOBAL FORUM ON FIGHTING CORRUPTION”

htttxllwww.usia.rrov/interrritv

What you get:

W A list of key contacts and intemet sites within the U.S. government, in
multilateral organizations and in non-governmental organizations that deal
specifically with corruption issues

n A live webcast  of key proceedings from the conference

n An online discussion forum for conference participants both prior to and
following the meeting

n The conference agenda, a list of participants and detailed descriptions of
session topics

n Guiding principles for an anti-corruption strategy, as well as official
international anti-corruption documents

n The latest texts and transcripts of official U.S. government statements
related to corruption

A Global Forum OR Fighting Corruption: Safeguarding Integrity Among Justice and Security Officials



ANTHONY A. WILLIAMS
MAYOR

WELCOME
.

VICE PRESIDENT’S CONFERENCE ON FIGHTING CORRUPTION AND
SAFEGUARDING INTEGRITY AMONG JUSTICE AND SECURITY OFFICIALS

FEBRUARY 24 - 26,1999 . .

As Mayor of the District of Columbia, it is my distinct pleasure to extend greetings and a warm
welcome to the “Vice President’s Conference on Fighting Corruption and Safeguarding
Integrity Among Justice and Security Officials.,,

Your organization is to be commended for sponsoring this event for representatives of more
than 60 countries and 20 multilateral and non-governmental organizations. “This conference
will bring together many of the world’s top anti-corruption experts with leaders from all
around the world to organize a new global effort to fight corruption where it does the most
damage -- among key justice, security, and budget officials.” This gathering, the world’s first
of this nature, is designed to provide a forum for discussing common interests and for working
cooperatively on matters that transcend the boundaries of their own jurisdictions.

Thank you for choosing our beautiful city, Washington, D.C., as your host site. The District
of Columbia is a diverse, multi-cultural, multiethnic city with a long history of hospitality.
Our city, rich in heritage, serves as the Nation’s Capital, the home of more than 500,000
residents and a window to America. In addition, Washington, D.C. is an international gateway
to trade, finance, communications and information. I hope that during this event you will take
the opportunity to visit our famous historical monuments, museums, theaters, educational
institutions and many diverse and thriving residential neighborhoods -- all of which make this
city unique.

On behalf of all Washingtonians, best wishes for a successful conference and again,
WELCOME TO WASHINGTON. D.C. m

.

Anthony A. Williams
Mayor

District of Columbia



A GLOBAL FORUM
ON FIGHTING

SAFE&RDING  INTEGRITY AMONG JUSTICE AND SECURITY OFFICIALS

’ VISITOR INFORMATION

Welcome to the Department of State. In order to familiarize you with the surrounding
area, we have prepared this information sheet. For your information, there is no smoking
allowed anyhere inathe  State Department building. Please feel free to ask an>’ press
officer for morz information or assistance. Enjoy )‘our srny in \Vnshin~ron.

Restaurants:
(One to four blocks  walking distance)

National Academy of Sciences
Description: Small cafeteria serving hot lunch, sandwiches and salad bar. Low priced.

Hours: .

Directions:

Eat-in or take-away available.
Breakfast: 730 - 950 a.m.
Lunch: 12:45  p.m. - 2:00 p.m.
Exit Dean Acheson Auditorium and turn left. Walk half a block south and
turn left on C street. Once you have passed the main entrance to the State
Department, The National Academy of Sciences will be directly across
the street (look for a green awning with the number 2 100). Enter the
buiiding, pass through the double glass doors directly in front of you.
Proceed down the corridor until you reach a staircase on your right. Go
down the stairs and follow the corridor (past the restrooms) to the end.
Turn right and the entrance to the cafeteria is in front of you.

Magic Gourd Restaurant
Description: Chinese buffet take-away or table service. Low to moderately priced.
Hours: Continuous service between 11:OO  a.m. - 10:00 p.m.
Directions: After exiting Dean Acheson Auditorium, t&n right and walk north on 23rd

street for two blocks. Directly across 23rd street is Columbia Plaza (look
for a green awning). Immediately inside the Plaza on the right you will
find  the Magic Gourd.

The Garden Cafi. State Plaza Hotel
Description: Table service with standard’hotel  menu. Moderately priced.
Hours: Breakfast: 7:00 a.m.- 1l:OO a.m.

Lunch: 1 I:30  am. - 3:00 p.m.
Light Fare: 3:00 p.m. - 5:00 p.m.
Dinner: 5:00 p.m. - 10:00 p.m.

Directions: Exit Dean Acheson  Auditorium, turn right and walk two blocks north on
23’d  street to F street. Tum right on F street and walk two blocks east to
the restaurant.
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D.J.‘s Fast Break
Description: Fast-fad,  including sandwiches, Asian nuodles,  hamburgers.  c;;. Lo\{.

priced.,
Hours: Contiriuous service between 7: 15 - 7:00 p.m.
Directions: Esir Dan .4cheson  -4uditorium.  turn right and procwd no~ill tlT i: strc’c‘t.

Turn right on F street, walk one block to 22”’  street. Turn leit  on 32””
street and proceed north one block to G street. The shop is on the corner
of G & 22”d street and has a blue and white striped awning.

(Five to si-u blocks Jr:alking  distance)

TGI Fridav’s
Description: .L\rnzrican  cuisine, including sandwiches, salads, and entrees. X4oderately

priced.
Hours: Continuous service from 1 I:00 a.m. - 12:OO p.m.
Directions: Exit Dean Acheson  Auditorium and turn left onto 23’j street. Walk six

blocks north on 23” street  to I street. Turn right on I street and proceed
east to 21” street. The restaurant is on the comer of 21” and I streets.

Lindy’s Bon Apetit
Description: Fast-food including, breakfast, hamburgers, sandwiches and specials.

. . Take-away or limited seating available outside only. Low priced
Hours: Continuous service between 8:00 a.m. - 8:QO p.m.
Directions: Follow directions for TGI Friday’s. Lindy’s is diagonally across the

street.

Kinkead’s Brasserie
Description: Seafood restaurant with limited sandwiches and salad selection. Table

service in restaurant and bar area. Moderate to expensively priced.
Hours: Lunch: 11:30 a.m. - 2:30 p.m.

Light fare: 2:30 p.m. - 5:30 p.m.
Dinner: 5:30 p.m. - 10:00 p.m.

Directions: Follow directions for TGI Friday’s. Continue east on I street one half
block. The restaurant is on your right.

Bertucci’s:
Description: Table service and take-away pasta, pizza, sandwiches and soups.

Moderately priced.
Hours: Continuous service between 11:OO am - 11:OO p.m.
Directions: Follow directions for TGI Frlday’s. Continue east on I street and enter the

“2000 Pennsylvania Avenue” shopping mall on your right (entrance is
next to Kinkead’s).
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Au Bon Pain
Descriptior\: Fast-food sandwiches and salads. Limited indoor seating. LOW priced.
Hours:-  - Continuous service from 6:00 a.m. - 3 :00 a.m.
Dir-cctions: Follo\~:  directions fcJr TCTl Frijz~,‘~ (-‘\I::i:ll!c cxt op. I st:sct  r\r.e !l3!f

block to “2000 Pennsylvania Avenue”  shopping mall on your right. The
shop’is  inside the mall.

Transportation:

Taxis: The best place to catch a taxicab is in liont of the main entrance to the State
Department. Exit the Dean Acheson  Auditorium and TUIX left. Wak south one half
block to C street. Turn left on C street  and look for taxicabs near the entrance to the
building. DC taxicabs do not have meters. Fares are calculated based on a zone system.
Charges are based on the number of zones you enter or cross. Each taxicab is required to
display a map of the various zones. In addition dri\,ers  are required to display a list of
zone fares including any additional charges for baggage, rush-hour, etc. Passengers are
entitled to receive a receipt upon request.

Metro: The closest metro station (public transportation) is called Foggy Bottom and is
approximately six blocks from the State Department. To reach the metro stop, exit Dean
Acheson Auditorium, turn right and walk six blocks north to I street. Cross 23rd street at
the -1,street  intersection and the Foggy Bottom station will be directly in front of you.
Fares within the city are % i. 10, although that price will vary with distance and the hour of
travel.

Area Shops:

Columbia Plaza is two blocks from the State Department and can be reached by turning
right when you exit Dean Acheson  Auditorium, walking two blocks north, and crossing
23’d street to the entrance of the plaza. The following shops are open throughout the
working day:

Pharmacy -Drugstore/chemist, snacks, cold drinks, small post offLze  facility
El+zo Hair Salon - Full service hair salon for men and women
First Union Bank - ATM machine accepts Visa, Mastercard, and American Express
Flowers by Sara - Fuil service flower shop

2000 Pennsvlvania  Avenue is eight blocks from the State Department and can be
reached by turning right when you exit Dean Acheson Auditorium, walking six blocks to
I street, turning right on I street and walking two blocks to 21” and I street. The entrance
to the mall is on I street between 2 1 St and 1 gth  streets. Inside the mall you will fmd  a
variety of shops including Metro Optical and Kinko’s Copies. There is a full se&ice
post office  available across the street next door to TGI Friday’s.
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U.S. DEPARTMENT OF STATE

For Immediate ‘Release
99/l 52

Offrce of the Spokesman

February 23,1999

NOTICE TO THE PRESS

Media schedule for Vice President Gore’s Global Forum on Fighting Corruption
February 24-26, 1999

The Department of State and the Office of the Vice President welcome representatives of bona fide
media organizations to “A Global Forum on Fighting Corruption: Safeguarding Integrity Among
Justice and Security Officials” to be held February 24-26, 1999. Over 500 officials from 85
countries and over 30 multilateral and non-governmental organizations will join the Vice President
for the world’s first conference to target corruption from the receiving side - among police,
prosecutors, judges, military officials, etc.

All media intending to cover the Global Forum on Fighting Corruption must enter and exit the
Department of State through the 23d Street entrance located between C and D Streets, NW. Press
will not be permitted to enter through the Diplomatic Entrance on C Street. The 231d Street Entrance
will open for media access at 7:OOam.

SCHEDULE OF EVENTS

[NOTE: ALL EVENTS ARE IN THE LOY HENDERSON INTERNATIONAL CONFERENCE FACILITY, EXCEPT AS

INDICATED.]

Wednesday, February 24

7:OOam Doors open on 23’d Street for Press Access

7:30 am Pre-set Cameras must be in place

9:00 am Opening Session
Welcome: Madeleine Albright, Secretary of State
Keynote: Vice President Al Gore, Forum Chairman
Remarks: Donald Johnson, Secretary General, OECD

Pino Arlacchi, Executive Director, UN Crime Center
Jeremy Pope, Managing Director, Transparency International

PRESS: OPEN

lo:30 am Plenary Session: Significance of Corruption Among Justice and Security
Officials
Moderator: Vice President Al Gore, Forum Chairman
PRESS: OPEN
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12:30 pm

2:00 pm

3:45 pm

5:30 pm

6:30pm

Thursday, February 25

8:30 am Plenary Session: Legal Frameworks and Enforcement Authorities
Moderator: Eric Holder, Deputy Attorney General T
Presenters: Sang Cheon Park, Minister of Justice, Republic of Korea
Vasyl Durdynets, Director, National Bureau of Investigation, Ukraine
Philip B. Heymann, Harvard University (former Deputy Attorney General)
PRESS: OPEN

lo:15 am Plenary Session: Upholding Integrity Among Justice and Security Officials
Presiding: Vice President Al Gore, Forum Chairman
Moderator: Prof. Charles Moskos, Anderson Chair, Weinberg College of Arts and
Sciences, Northwestern University
Presenters:
Prof. dr. Anton Bebler, Faculty of Social Sciences, University of Ljubljana, Slovenia
Dr. Juan Rial, PEITHO, Uruguay
Dean Walter Kamba, University of Namibia
PRESS: OPEN

-_-

Luncheon (Invited Participants/Benjamin Franklin Room, 8th Floor)
Introduction: Under Secretary of State Frank Lay
Address: Secretary of the Treasury Robert Rubin
PRESS: POOL -
(Secretary Rubin’s  address will be available via closed circuit TV in Loy Henderson)

Plenary Session: Economic Governance, the Private Sector and Corruption
Moderator: Under Secretary of State for Economic, Business and
Agricultural Affairs Stuart M. Eizenstat
Presenters: Daniel Kaufmann, World Bank
Maria Livanos Cattaui, Secretary General, International Chamber of Commerce
PRESS: OPEN

Plenary Session: Ethics Regimes in the Public Sector
Moderator: Hon. Stephen D. Potts, Director, U.S. Office of Government Ethics
Presenters: Miria R. K. Matembe, Minister for Ethics and Integrity, Uganda
Zhao Hongzhu, Vice-Minister of Supervision, China
Luis Nicolas Ferreira, Director, National Office of Public Ethics, Argentina
Prof. Enrico Zanelli, University of Genoa, Italy
Howard Keith Whitton,  Queensland Department of the Premier and Cabinet
Elaine Kaplan, Special Counsel, U.S. Office of Special Counsel
PRESS: OPEN

Dinner (Invited Participants/Benjamin Franklin Room, 8th Floor)
Hosts: Vice President Al Gore, Attorney General Janet Reno
Brief remarks by Attorney General Reno
PRESS: POOL
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. 11:45 pm Plenary Session: Religious Values and the Struggle Against Corruption
Presiding: Vice President Al Gore, Forum Chairman
Moderator: Judge John Noonan

Presenters: Alti Geyer, Washington National Cathedral
Rabbi Dr. Burton J. Visotzky, Jewish Theological Seminary, New York
Archbishop Oscar Andres Rodriguez (Honduras), President, Council of Latin
American Roman Catholic Bishops
Dr. Nurcholish Madjid, Rector, University of ParamadinaMulya, Jakarta, Indonesia
Dr. Yasuo Sakakibara, Daioji Temple, Kyoto, Japam
Dr. Veena Das, University of Delhi, India
PRESS: OPEN

1:30 pm Luncheon (By invitation/Benjamin Franklin Room, 8th Floor)
Speakers : Justice Stephen Breyer, United States Supreme Court

Under Secretary of State for Global Affairs Frank Loy
PRESS: POOL

3:45 pm Specialty Sessions:

National Security Forces (National Defense University)
Other Security Forces (FBI Headquarters)
Customs Services (Customs Service Headquarters)
Financial Regulatory Officials (Treasury Department)
Procurement Officials (Treasury Department)
Judiciary (Room 1105, Department of State)
Global and Regional Anticorruption Frameworks (Loy Henderson, State)
Internal Oversight (Room 1107, Department of State)
Non-Governmental Organizations (Room 1205, State)

BUS TRANSPORTATION WILL BE PROVIDED TO LOCATIONS

OUTSIDE THE DEPARTMENT OF STATE T

Friday, February 26

8:OO am Plenary Session: Strategies for Making Corruption Visible
Moderator: Penn Kemble, Acting Director, U.S. Information Agency
Presenters: Mayor Leoluca Orlando, Palermo, Italy
Tymon Katlholo,  Director, Directorate of Corruption and Economic Crime, Botswana
Jose Luis Simon, Diario El Dia newspaper, Paraguay
Discussants: Prof. Roy Godson, National Strategy Information Center
Nancy Zucker  Boswell, Managing Director, Transparency International - USA
PRESS: OPEN
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_ lo:15 a m

12:30  pm Closing Session ’
Address and Declaration: Vice President Al Gore, Forum Chairman
PRESS: OPEN

1:30 pm Global Forum Concludes

,

Roundtable for Government Delegation Heads (Ben Franklin Room, 8th Floor)
Presiding: Vice President Al Gore, Forum Chairman
Presentation of summaries of specialty session
Discussions by session spokespersons
Round table summaq discussion
PRESS: POOL
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Some of the publications are available in PDF format. If you would like to view this file type, you will
need Adobe’s Acrobat Reader, which can be downloaded free of charge from Adobe.

Public Accountability for Stewars
Document in Microsoft Word format

erformance  and Security by David C. Jones
(121 pages) or in PDF Format

A Practical Guide to Successful Corruption by Walter E. Hekala

Statement by the President of the United States on International Bribery

Latin America Municipal Initiative.
Anti-Corruption Programs. Economic Development Institute. The World Bank.
This document is in English and Spanish.

Click here  to get the whole article in PDF format (24 kb).

Motive Opportunity and Means
by Robert Lindquist, Frank Piantidosi, and Larry Ponemon, partners, PwC Forensic Accounting and Integrity Practices.
This article provides an experience-based account of the internal conditions that tend to promote fraud, preventive
measures that make sense, and proper means of responding when fraud actually occurs. It emphasizes the view that
day-to-day corporate culture creates a climate where fraud is either more possible or simply unthinkable. A culture of
imperious commands rather than shared tasks is more vulnerable; a culture where senior managers play by different
rules than rank and file is more vulnerable. On the other hand, most vulnerable of all is a culture that lacks a well-
communicated, comprehensive code of ethics and an internal audit group that knows its trade. Click here to get the
whole article in PDF format (31 kb).

Anti-Corruption Efforts in Africa. Remarks of J. Brian Atwood at the Global Coalition for Africa Meeting. Washington,
D.C. October 8, 1998

http://wvw.respondanet.com/english/Publications.htm 2124199
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National integrity System Country Studies
By P. Langseth  and R. Stapenhurst (50 pages, 1997). The economic consequences of pervasive corruption, and recent
trends toward democratization, have increased the pressure for accountability and transparency from those in public
office. This paper builds on an earlier Working Paper (“The Role of a National Integrity System in Fighting Corruption”-
available above), which argues that while each country or region is unique in its own history and culture, its political
systems, and its stage of economic and social development, similarities with regard to the extent and costs of corruption
do exist and that experience and lessons are often transferable. The paper presents two country studies, those of
Uganda and Tanzania, highlighting the problem of corruption in those countries, the strategies adopted to fight corruption,
and the role that EOI has played in assisting with the implementation of those strategies. Click &to get the whole
article in PDF format (218kb)

New Frontiers in Diagnosing and Combating Corruption (PREM Note Number 7)
By 0. Kaufmann, S. Pradhan, and R. Ryterman (8 pages, 1998). Corruption flourishes where policies provide incentives
for it and restraining institutions are weak. Diagnosing corruption helps a country understand the shortcomings in its
policies and institutions and design a strategy to strengthen the state’s performance. New diagnostic survey tools are
described in brief, as well as the approach to analyze the data and policy formulation. Click here to get the whole
article in PDF format (2OOkb)

Challenges in the Next Stage of Anti-Corruption
By 0. Kaufmann (26 pages, 1998). Corruption flourishes where policies provide incentives for it and restraining
institutions are weak. Diagnosing corruption helps a country understand the shortcomings in its policies and institutions
and design a strategy to strengthen the state’s performance. Click he-@ to get the whole article in PDF format (382kb)

Corruptfon  and Development (published in Finance 8 Development, March 1998)
By C. Gray and 0. Kaufmann. What are the principal causes and costs of corruption? This article examines these
questions and suggests specific ways to enhance anti-corruption efforts in developing and transition economies. Click
here  to get the whole article in PDF format (206kb)

The Role of a National Integrity System in Fighting Corruption
By P. Langseth, R. Stapenhurst, and J. Pope (35 pages, 1997). The issue of corruption has come to center stage. The
economic consequences of pervasive corruption, and recent trends toward democratization, have increased the pressure
for accountability and transparency from those in public office. This paper does not suggest that there are any easy
solutions or models that can be applied in the fight against corruption; nor does it suggest that any country has yet
designed an ideal model, or indeed, that such an ideal model exists. What this paper does argue is that while each
country or region is unique in its own history and culture, its political systems, and its stage of economic and social
development, similarities do exist and that experience and lessons are often transferable. A “national integrity system” is
proposed as a comprehensive method of fghting  corruption. It comprises eight pillars (public awareness, public anti-
corruption strategies, public participation, “watchdog“ agencies, the judiciary, the media, the private sector, and
international cooperation) which are interdependent. Establishing and strengthening such an integrity system requires

http://wv,w.respondanet.com/english/Publications.htm 2/24/99
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identifying opportunities for reinforcing and utilizing each of these pillars in the fight against corruption. Click here  to get
the whole article in PDF format (151 kb)

Combatina Corruption in Indonesia: Aide Memoire  of the World Bank Team
by Katherine Marshall, Director, East Asia and Pacific Region, The World Bank, Jakarta, September 20, 1998

Pillars of Integrity: The Importance of Supreme Audit Institutions, in Curbing Corruption
by K. Dye and R. Stapenhurst (34 pages, 1998) Building strong institutions is a central challenge of development and is
key to controlling corruption. Among public institutions, the Supreme Audit Institutions (SAls)  play a critical role, as they
help promote sound financial management and thus accountable and transparent government. However, the full potential
of the SAI to address corruption has not been exploited, in part because of the lack of understanding of the overall
capacity of the SAI. This paper discusses the role of SAls  in promoting accountability and transparency within
government, considers some of the factors making for effective SAls  and highlights the linkages between the audit
institutions and other “pillars of integrity,” notably the media and Parliament. Click here  to get the whole article in PDF
format.

Corruption and Development, Remarks at the International Symposium on the Prevention and Control of Financial
Fraud by Pieter Bottelier, Senior Advisor, East Asia and Pacific Region, The World Bank, Beijing, October 19, 1998

Corruption Index done bv Transparency lntermational

THE FUTURE OF ANTI-CORRUPTION: REFORM IN MEXICO AFTER THE 1997 ELECTIONS by Robert S. Leiken

Mexico: The Crisis Next Door (Corruption in Mexico) by Robert S. Leiken

“Helpinn  Countries Combat Corruption: The Role of the World Bank”. Report of the World Bank’s Corruption Action
Plan Working Group.

We have set up a new section for publications related to the Year 2000 problem. Please click here  to access it.

Peruvian Internal Control Standards.
Document in Microsoft Word format (121 pages) or in PDF Format

Proceedings of the Inter-American Accountability Regional Seminar. Guatemala 1998. Ill National Convention of Public
Accountancy. In Spanish.

“Combatting Corruption and Promotinn Ethics In the Public Service”
Robert Klitgaard

“Council of Europe’s Fiaht against Corruption and Ornanised Crime”

“Controllina  the Global Corruption Epidemic”
Robert S. Leiken

http://www.respondanet.com/english/Publications.htm 2124199
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“THE PREVENTION OF CORRUPTION”. United Kingdom Consolidation and Amendment of the Prevention of Corruption
Acts 1889-l 916: A Government Statement, June 1997

“Government Auditing Standards”.
Contralorla General de la RepOblica  del Per&

“New Tools to Finht Corruption”
Nancy Zucker Boswell,  Managing Director of the US ter off ransparency  International
l Also available in PDF format clicking on the icon

“Will the OECD Anti-Bribery Convention be Effective?”
Interview with Eleanor Roberts Lewis, Chief Counsel ternational Commerce, US Department of Commerce
0 Also available in PDF format clicking on the icon

“How Bad is Corruption?”
A 1997 survey by the World Bank
l Also available in PDF format clicking on the icon

“Brazil: Targeting Corruption in Public Bidding”
Arthur Maranhao, Luiz Pedone and David Fleischer
l Also available in PDF format clicking on the icon

“Corruption in Bulaaria Threatens Social Stability”
CIPE
0 Also available in PDF format clicking on the icon

“Combating Corruption in Oil-Rich Azerbaijan”
CIPE
l Also available in PDF format clicking on the icon

“Corruption Versus Clean Business in Ukraine”
lnna Pidluska, Ukrainian Center for Independent Political Research’s project director for the Ukrainian edition of
Economic Reform Today
0 Also available in PDF format clicking on the icon

“Bribinn Customs”
l Also available in PDF format clicking on the icon

“How to Fiaht Corruption on the Ground”

2124199
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Petter Langseth, senior public sector management s ecialist in the World Bank’s Economic Development Institute
l Also available in PDF format clicking on the icon + .<;

liEIx,..

Democratic Viability and Control of Corruption (Viabilidad Democratica  y Control de la Corrupcidn).
Speech from por D. Antonio Sanchez de Lozada at the “First International Conference about Fighting Corruption” (La
Primera  Conferencia lnternacional de Lucha  Contra la Corrupci6n)  held in Quito and Guayaquil, Ecuador. July 27-29,
1998.
In Spanish.

Integrated Financial Mananement Systems: A Guide To Implementation
Based On The Experience In Latin America
Margaret Bartel,  CPA

Integrated Financial Management in Latin America, as of 1995
Lynette Asselin

Latin American Handbook of Professional Auditing in Public Sector (Manual Latinoamericano de Auditoria
Profesional en el Sector POblico).
In Spanish.

The Donor Consultative Group
Concept Paper

Papers from the OECD-OSCE CONFERENCE
Paris, 15416 July 1998. “National and International Approaches to Improve Integrity and Transparency in Government”

SIMAFAL  (Sistema lntegrado Modelo  de Administracidn Financiera y Control para America  Latina).  Integrated Model for
Financial Management and Control System in Latin America. Executive Summary. In Spanish.

ESTRATAC (Estrategia de Accibn  para lograr la ResponDadibilidad).  Strategy to improve accountability, financial
management and audit in Latin America and the Caribbean. Executive Summary. In Spanish.

@ Casals & Associates, 1998
tklma modificacldn  de esta pagina  I Last update of this page

Tuesday, 23 February 1999 16:53

http://www.respondanet.corn/english/Publications.htm 2124199
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Corrupcidn / Corruption
General

Page 14 of 29

#59

#60

#91

#I62

#93

#94

Anti-Corruption Review
Languages: English

Website Address: ~~p~~~~~lt~~~~~~g~~~~~~~~r~~~htrnl

Description:

International Center for Not-for-Profit Law
Languages: English

Website Address: .hjt~[&ww.icnl.org

Description:

Internet Corruption Perception Index
Languages: English

Website Address: htt&!wwvq&wd~&&uwy&icr head.htm-

Description:

The Fraud Information Center (TFIC)
Languages: English

Website Address: http://www.echotech.com/

Description:

FraudNet
Languages: English

W&site  kkhss: httP~~~lt~~~-~~t~~

Description:

Money Laundering Alert
Languages: English

Website  Address: http:/~.rn~~-~ylaun~~-~~~~~~

Description:

OECD initiatives to fight corruption
Languages: English

#US Website Address: h~p://www.oecd.om/daf/cmis!bribery/brindex.htm

Description:

FedWorld  U.S. Government Information Network, Reports, Websites
(search)
Languages: English

~71 Website  Address: httcMwww.fedworld.aov/

Description:
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“Anti-Corruption Efforts in Africa,”
Languages: English

#18, Website  Address: http://www.info.usaid.aov/bress/soe  test/sneeches/soeech702.html

Description: Remarks of USAID Administrator J. Brian Atwood at the Global Coalition
for Africa Meeting, Washington,D.C., October 8,1998

Homepage  of The Anti-Corruption Knowledge Center of The World
Bank
Languages: English
Website Address:

Website  Address: http://www.ex.ac.uW-RDavies/arian/scandals/

Description: Derivatlves, non-existent gold reserves and copper futures have been the
stuff of frauds on an almost incomprehensible scale. The activities  of Nick Leeson,
Toshihide Iguchi, Yasuo Hamanaka and other super star traders have made the bank
robbing activities of Jesse James and the outlaws of the old Wild West seem like

#146 pathetic, kindergarten stuff in comparison. This is a guide with lots of links to
information on these and other lesser-known financial scandals. The largest section,
Classic Financial Scandals. includes the best known ones of recent years, e.g. Barings
Bank, BCCI, BRE-X, etc. and some other very large ones that have received less
publicity.  In addition there are sections on related topics such as political corruption,
money laundering, organised crime, official  regulatory and anti-fraud organisations,
other bodies fighting fraud, and finally, financial scandals in fiction. The last section is
about the work of my sister, the novelist and former banker Linda Davies. I hope to
add some information to that section about the financial crime genre in general.

The World Bank Anti-Corruption Knowledge Resource Center
Languages: English
Website  Address:
htto:/lwblnOO18.worldbank.orrrlonnl~remhome.nsflAIIDocumentslAnti-

~1 Corruotion+Knowledoe+center?OpenDocument
Description: The Anti-Corruption Knowledge Center has two goals: i) To provide task
managers and interested Bank staff with an understanding of corruption. ii) To devise
strategies that help client governments reduce corruption.

Network of Institutions that fight against corruption and in favour of
public ethic
Languages: Espatiol

#204 Website  Address: htto://www.clad.oru.ve/ricor.htmI

Description:

Corrupciiin  I Corruption
Organismos Profesionales / Professional Organizations
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Association of Certified Fraud Examiners
Languages: English

#74 Website  Address: http:Ivvww.cfenet.com/

Description:

international Anticounterfeiting Coalition
Languages: English

#8J Website  Address: httrMwww.ari.net.iacc

Description:

The Standing Committee on Extortion and Bribery
Languages: English

#107 Website  Address: httu://www.iccwbo.o@Comm/html/bribervcom.html

Description: International Chamber of Commerce, The World Business Organlxation

Council of Europe’s Fight against Corruption and Organised Crime
Languages: EnglishFrancais

#l17 Website Address: httrMwww.coe.fr/corruMindex.htm

Description:

Corrupcih / Corruption
Entidades Gubernamentales Anti-Corrupcibn I Government Anti-Corruption

Agencies

Financial Crimes Enforcement Network
Languages: English

#57 Website Address: httD://www.treas.rrov/fincen/

Description:

Independent Commission Against Corruption
Languages: English/Chinese

#58 Website Address: httu:/kww.icac.ora.hk/

Description: Hong Kong

Comision  Anticorrupcion  del Ecuador
Languages: Espaiiol

#MO1 Website Address: httn://www.ecuanex.aoc.oro/anticorruncion/index.htmI

Description:
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Anti-Corruption Commission: Republic of Zambia
Languages: English

#lo4 Website  Address: http:llao~her.zamnet.zmlzamnetlaccl

Description:

Malaysian Anti-Corruption Agency
Languages: English

#fog Website  Address: httr>://www.iarina.mv/bDrlinalish.htm

Description:

Independent Commission Against Corruption (ICAC), New South Wales,
Australia
Languages: English

#ill Website  Address: _hl~/lwww.icac.nsw.~-vet!

Description:

Administrative Reform Program, Taiwan
Languages: English

#“’
Website  Address:
~~p://exPoss.ors~~~~~~~~~~~~!~~~~~~~~~~~~-~~~~e-~~~~-~
Description: Includes Taiwanese Anti-Corruption Program

Criminal Division - Fraud Section. US Department of Justice.
Languages: English

#RI8 Website  Address: M&:/lwww.usdoj&jovlcriminaUfraud.

Description:

Corrupcibn / Corruption
Organismos Civicos  I Civic Organizations

Accibn Ciudadana
Languages: EspaAoUEnglish

ti Website  Address: htto:/lwww.quik.auate.comlaccionclf

Description: Guatemala

Transparency International
Languages: English

~665 Website  Address: httrMwww.transoarencv.del

Description: The coalition against corruption in international business transactions
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#I66

#67

#66

#70

WI1

#72

#66

#l24

Alianza Civica
Languages: Espafiol

Website  Address: http://www.alianta.com

Description: Mexico

Civitas
Languages: English

Website  Address: http://wuw.civnet.org

Description:

Esquel Group Foundation
Languages: English

Website  Address: http:/lvnvw.esquel.org

Description:

Foundation for lnstitutionality and Justice, Inc. (FINJUS)
Languages: EspariollEnglish

Website  Address: http://www.finjus.oro.do

Description: Dominican Republic

ISP
Languages: EspaiioUEnglish

Website  Address: http://www.ispnet.org

Description: Inter-American Strategy for Public Participation in Sustainable
Development

PACT
Languages: English

Website  Address: http://www.pactworld.org

Description: contributing to the growth of civil societies

Poder Ciudadano
Languages: Espaiiol

Website  Address: http://chorlo.cpel.uba.ar/-podciud/

Description: Argentina

grupo FUNDEMOS
Languages: EspaAol

Website  Address: http://nicanet.comlnitfundemos/

Description: Nicaragua

Un Mundo, Un Pueblo
Languages: EspaiioUEnglish

Website  Address: http://www.rosemart.com/a/redlxl/

Description: Argentina

Page 18 of 29
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Transparency International’s National Chapters in the Americas
Languages: English

#176 Website  Address: http:/lwww.transparency.de/oKlani~ion/cha~e~/ame~cas.html

Description:

Corrupcih / Corruption
Documentos  / Documents

#76

#77

#I76

#79

#80

#87

#88

Inter-American Convention Against Corruption
Languages: English

Website  Address: htto://www.oas.oro/EN/PINFO/CONVEN/corrupt,htm

Description:

Declaration  de Santiago, Segundo Cumbre de las Americas
Languages: Espafiol

Website  Address: http://www.cumbre.cl/summit/pz  2.htm

Description:

Declaration of Santiago, Second Summit of the Americas
Languages: English

Website  Address: httrMwww.cumbre.cl/summit/pz  2i.htm

Description:

OECD Convention on Combating Bribery of Foreign Public Officials
Languages: English/Fran@s

Website  Address: http://www.oecd.ora/daf/cmis/briberv/20novle.htm

Description:

Reforms of the Fiscal Fraud Crime Law
Languages: Espaiiol

Website  Address: htto://www.asamblea.oob.ni/~ustril5.html

Description: Nicaragua

Corruption: Causes, Consequences, and Agenda for Further Research
Languages: English

Website  Address: htto:/~.worldbank.or~ffindd/enalish/O398/a~icle~Ol0398.htm

Description: World Bank Publication by Paulo Mauro

Corruption, Public Investment, and Growth
Languages: English
Website  Address:
htto://www.imf.oro/extemaUpubslCAT/doctex7/139-EA
Description: IMF Working Paper by Vito Tanzi and Hamid Davoodi
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#69

#90

#91

#62

#63

#94

#95

#66

Corruption and the Rate of Temptation - Do Low Wages in the Civil
Service Cause Corruption?
Languages: English
Website  Address:
~~~r,!~~.i~~~~~~~~!~~~~~~g~~.~~~~~~~w~!~~~~~~~
Description: IMF Working Paper by Caroline Van Rijckeghem and Beatrice Weder

Money Laundering and International Efforts to Fight It
Languages: English

Website  Address: h&tp://www.worldbank.oro/html/fpd/notes/48/48summarv.h~m~

Description: World Bank Report, by David Scott

High-Level Rent-Seeking and Corruption in African Regimes: Theory
and Cases
Languages: English
Website  Address:
http://www.worldbank.oKllhtml/dec/Publi~ions~o~~~~psi780abstract.hbnl
Description: World Bank Publication by Jacqueline Coolidge & Susan Rose-Ackerman

World Bank News: Bank Takes Anti-Corruption Stance
Languages: English

Website  Address: .~~~~!~~~~r!~~~~~~~.~~~~!!~-~~~!~~-~~~~~~~~~.~~~~~p~~~-~.

Description: World Bank News October 1998

World Bank President Urges Business, Government to Take Bolder
Steps Against Corruption
Languages: English

Website  Address: http://www.worldbank.oro/html/extdr/extme/l515.htm

Description: World Bank Press Release: October 1997

World Bank President Adresses Anti-Corruption Conference in Lima,
Peru
Languages: English

Website  Address: htto://www.worldbank.om/htmUextdr/extme/pr  cor.htm

Description: World Bank Press Release: September 1997

Why Worry About Corruption?
Languages: English

Website  Address: http://www.imf.oro/extemal/Pubslftlissues~index.htm

Description: IMF Publication by Paula Mauro

Controlling Fiscal Corruption
Languages: English
Website  Address:
htt~:/~.imf.onr/EXTERNAUPUBS/CAT/do~e~.~?d~n~WP/97/lOO-EA

Description: IMF Publication by Sheetal  K. Chand and Karl O.Moene
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#9?

#88

#88

#lo3

MO5

Corruption Around The World - Causes, Consequences, Scope and
Cures
Languages: English
Website  Address:
~~~~~~~~~~~~~~~~.~~~~~~~~~~~~~~-~~~~~~~~~~~!~~
Description: IMF Publication by Vito Tanzi

Corruption, Public Investment and Growth
Languages: English
Website  Address:
~~~:/~.imf.ora/EXTERNAUPUBS/CAT/doctext.dm?docn~WP/97/139-EA
Description: IMF Publication by Viio Tanti & Hamid Davoodi

Accountants and Society: Serving the Public Interest
Languages: English

Website  Address: http://www.worldbank.oro/htmi/extdr/extme/jdwspl02697.htm

Description: Remarks to the World Congress of Accountants by James D. Wolfensohn
President of The World Bank Paris, October 26,1997

The Perception of Corruption: A Market Discipline Approach
Languages: English

Website  Address: http://userwww.service.emory.edu/-tyavero/iD/prQjeCt2.ht~

Description: Publication of Gobueta Business School Emory University, Spring 1996
Atlanta, Georgia, USA Research by: Laurence Busse,  Noboru ishikawa, Morgan Mitra,
David Primmer, Kenneth Doe and Toiga Yaverogiu

The Costs of Grand Corruption
Languages: English

Website Address: http~~~l.~~~~~~~~~~~~~~~~~t-~!

Description: Center for International Private Enterprise (CIPE) Publication by George
Moody-Stuart

Corruption and Governance in the South Pacific
Languages: English

#IO8 Website  Address: htt~://sunsite.anu.edu.au/soin/SPINDOCIIl.html

Description: National Centre for Development Studies Publication by Peter Larmour

Corruption in the Dominican Republic
Languages: English

#I10 Website  Address: htto://www.oursquare.com/members/miouelito/lndex.html

Description: Corruption related articles

Corruption : A Product of Poverty
Languages: English

~14 Website  Address: htto://web.kanazawa-u.ac.iD/-med2/26/corruption.html

Description: Editorial columns of Bangladesh Newspapers
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Corruption and the Global Economy
Languages: English

#,,e Website  Address: http://www.iie.com/corrupt.htm

Description: Institute for International Economics Publication Kimberly Ann Elliott,
editor

The Prevention of Corruption
Languages: English

#,,e Website  Address: httD://www.homeoffice.aov.uk/corruDt.htm

Description: United Kingdom Home Office Consolidation and Amendment of the
Prevention of Corruption Acts 1889-1918: A Government Statement -June 1997

El Nuevo Herald0 - Serie sobre Corruption
Languages: Espafiol

W21 Website  Address: htto://www.elherald.com/archive/corrupcion/index.htm

Description: Series of articles regarding corruption from 19 - 22 June, 1998

Miami Herald English - Corruption Articles
Languages: English

~22 Website  Address: http://www.herald.com/extraIdocs/O85247.htm

Description:

Periodic0 Hoy de Quito, Ecuador - Articulos sobre corruption
Languages: Espafiol

tH23 Website  Address: http://www.hov.net/ed-html/temas/corrup/home.htm

Description:

International Cooperation Against Corruption
Languages: English

#I29 Website  Address: Mto:/~.worldbank.om~ndd/enalish/O398/a~icles/O80398.htm

Description: World Bank Publication by Robert Klitgaard

Corruption and Development
Languages: English

8130 Website  Address: htto:/~.worldbank.ora/fanddlenalish/O398/a~icl~/O203~.htm

Description: World Bank Publication by Cheryl W. Gray & Daniel Kaufmann

Helping Countries Combat Corruption: The Role of the World Bank
Languages: English

~131 Website  Address: htto:/Iwww.worldbank.oro/html/extdr/corruptn/coridx.htm

Description: World BankReport

World Bank Policy and Research Bulletin: Reducing Corruption
Languages: English
Website  Address:

*13*  htto://www.worldbank.o~/htmUdeclPublications/Bu~letins/orb8.3.html
Description: World BankPolicy  & Research Bulletin
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Corruption: A Major Barrier to Sound and Equitable Development
Languages: English

~33 Website  Address: http:/Iwww.worldbank.oralhtml/extdr/backgrd/ibrd/corrupt.htm

Description: World Bank Publication

1997 Annual Meetings World Bank Group Issue Brief: Corruption and
Good Governance
Languages: English

~34 Website  Address: htto:l~.worlc~~~!~~~ml/e~dr/arn97/brc o r r . h t m .

Description: World Bank Report

The Political Economy of Corruption---Causes and Consequences
Languages: English

~35 Website  Address: http:/~.worldbank.~~~~-~~-~/not~s~~~umm~-~.htrn!.

Description: World Bank Report, by Susan Rose-Ackerman

Procurement Under IBRD Loans and IDA Credits
Languages: English

%I36 Website  Address: ~p:~&ww.worldbank~oL’g!Mml/opr/procure/i~t~o.html#!5

Description: World Bank Procurement Guidelines

Money Laundering: Muddying and Macroeconomy
Languages: English

#137 Website  Address: http~~~.worldb-~-~~~~-~~ndd~397.ht-m.

Description: World Bank Publication by Peter J. Quirk

Redesigning the State to Fight Corruption
Languages: English

~3s Website  Address: http:/~.worldbank.oralhtrnl~-~g~~-~~~~~~~h~~

Description: World Bank Report, by Susan Rose-Ackerman

Multinational Corporations, Governance Deficits, and Corruption:
Discussing a Complex Issue from the Perspective of Business
Languages: English

~167 Website  Address: http://iaaor.srce.hr/-morofacalmainmenuhtml

Description:

Transparency International’s Corruption Perception Index
Languages: English/ Espafiol

~74 Website  Address: http://www.transparencv.de/documents/cpi/index.html

Description:
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Transparency International’s National Integrity Systems Sourcebook
Languages: English

ti75 Website  Address: htto://~.transoarenc~.de/documents/source~booklalindex.html

Description:

Ernst & Young Report on Fraud
Languages: English
Website  Address:

#I” ~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~
Description:

KPMG PMM 1996 International Fraud Report
Languages: English

M79 Website Address: http://www.kpma.net/libral?r/96/mav/storv2.html

Description:

Preventing Corruption in Bank Projects: Procurement Guidelines
Languages: English
Website  Address:

H62 ~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~
Description:

Preventing Corruption in World Bank Projects: Loan Administration Change lnitiati
Languages: English
Website  Address:

‘~3 http:/iwbln0018.worldbank.ornlPRM/PREMHome.nsf/5c8746cl46e3e813852565c50009d56b/e2dedsa
Description:

Foreign Corrupt Practices Act - An Overview (Departments of Justice
and Commerce)
Languages: English

#207 Website  Address: http://www.ita.doc.aov/leaal/fcoal.html

Description:

Foreign Corrupt Practices Act Antibribery Provisions. United States
Department of Justice (Fraud Section).
Languages: English

#208 Website Address: http://www.ita.doc.aov/leaal/fcparev.html

Description:

Foreign Corrupt Practices Act Text including 1998 Amendments
(unofficial version).
Languages: English

#2os Website  Address: .~~~~~~~~ta,~~~~.~p~~~~~!~~~~~~~~~!

Description:
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1998 Amendments to the Foreign Corrupt Practices Act. US
Department of Justice and Commerce.
Languages: English

am Website  Address: ~~://www.ita.doc.aov/lenavlea.html.

Description:

Summary of OECD Antibribety Convention
Languages: English

#2,, Website  Address: http://www.ita.doc.aov/legal/oecdsum.html

Description: Summary prepared by the U.S. Departments of Commerce, State and
Justice.

OECD Convention on Combating Bribery of Foreign Public Officials in
International Business Transactions (Full Text)
Languages: English

#212 Website  Address: httrMwww.ita.doc.aov/leoal/oecdcon.html

Description:

Commentaries on the OECD Convention on Combating Bribery of
Foreign Public Officials (Full Text)
Languages: English

~3 Website  Address: httMwww.ita.doc.aov/leaal/oecdct.htmI

Description:

Recommendation of the OECD Council on Combatting Bribery in
International Business Transactions (1997)
Languages: English

Iyz,4 Website  Address: httrMwww.ita.doc.aov/leoaUbribew.html

Description: Recomendaciones del Consejo de la OCDE en la lucha contra el sobomo
en las transacciones de negocios intemacionales (1997).

INTER-AMERICAN CONVENTION AGAINST CORRUPTION
Languages: English

aIs Website  Address: httg:~~,.ita.doc,~~~!

Description:

Summary of the Inter-American Convention Against Corruption
Languages: English

#216 Website  Address: ~~g..!~~ita,dg~y~~~!!g~~~~~~.~!.

Description:
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The Anti-Corruption Review. Gffice  of the Chief Counsel for
International Commerce (U.S. Department of Commerce).
Languages: English

Website  Address: htto://www.ita.doc.oov/leaal/master.html

Description: The “Anti-Corruption Review” is compiled and updated periodically by
~417 the Office of the Chief Counsel for International Commerce (OCC-lC)  of the U.S.

Department of Commerce. Its purpose is to track U.S. and international anti-
corruption initiatives and help inform parties Involved in anti-corruption activities of
other initiatives. OCC-IC provides the Review to relevant USG agencies, NGOs,
international organizations and other groups who request it.

Corrupcibn / Corruption
Historic Corruption Documents

1909 Report on the Causes of Municipal Corruption in San Francisco
Languages: English

#166 Website  Address: http://www.sfmuseum.oro/hist5/oraftl.html

Description:

Otras Ptiginas  de Inter& / Other Websites of Interest
General

#81

#a2

#83

#a4

AmericasNet
Languages: EspaAoUEnglishIPortuguQs

Website  Address: http://www.americasnet.net

Description: Information on the Second Summit of the Americas Chile 1998

Constitutions of Latin America and the Caribbean
Languages: EspaiioUEnglishlFrancais  IPortugu6s
Website  Address:
r,htt :I-._
Description:

AmericasNet
Languages: English

Website  Address: htb://SUmmit.fiU.SdU

Description: Summit of the Americas Center at Florlda International University

Yupi Internet, Inc., International News
Languages: Espaiiol

Website  Address: http://www.vupi.com/canales/noticias

Description:
.



PROYECTO RESPONDABILlDADIANTI4ORRUPCION EN LAS AMERICAS
HTTP:/M#W.RESPONDANET.COM

cam de I8 cultura,  8roro.  eouvla
lnsottpdh  Oratuttr.  Hotal that AuUirndr:  Habttaoh:  unotllr:  UW40  - doblr  US$UO

Controto: Honotable Alorldir  Munldprl  dr 8uora - Oftoirth  M#yot i4dmlnktrathrr
fol:  601~ Fax 601448lO74

&mall: m J aoulrtr(lkrlbo.rntrlnrtbo

Dettuttcle  el fraude y las prtklicas  corruptas de1 Bancq  Muttdlal
o en proyector  relaclottades  con el mismo

1.888-839.8483
rvth Idwmudbn pl4sando rpai
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fkheros  necrecllta  el leMor Adobe Aweb& el WI pued;c, dP Adobe.
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“C6dlgo  de 6Wa de la INTOSAl  pwa loa audltorea  del $eotor PQblieow aprobado  pot sl Comfte Directlvo  en su 44a.
reunldn  cselebrada  en Montevideo, Uruguay noviembre de 1998. Pulre aJ pata obtener una cropla  czompleta  en
format0  PDF (17 Kb).

Waternat, de Oertlbn,  Admlnktraolch  Flnancrlera  y Control del Se&or PBblleo  de la Cludad”.  Ley 70 (text0
deflnltlvo).  Ley de AdmlnMracic)n  Finanoiera  de la C&dad Aut6noma  de Buenos Aires.
Pulse lclgyrl  para obtener una copla  uompleta  en formato PBF (90 Kb),

~~” Seminario
lnternacfonal de Presupuesto Pbblko.

Etlea,  probldrd y respondabllldad  de los funolonarlor  p#Wx~. Estudlo  aomparatlvo de Centroamhlcra.
pQr CQnQdQ  AdQlfd  Alanal  l4twrQquin  y MarlQ kzfmhl  Lcsper *,@a.
Puke m para obtener una~wpiti  oomph&t  en formkto4WF.

pat Robert 8. L&en

pw RolM?t  I. Lwitl

Una nueva eed& (en In@@ a0ema del probtww  lt3fwmWe &I afkk2900  Jia rklo-coread&  Pam nwder a ella
m-m*

AmtQmm de

Norma de Control Interno  d& Peti.
Documento  en

gresentados  en el Seminarlo  Regional lnteramerloano  de %ontabiWdad,  Guatemala’Q8.  Ill
Contadurta  PQbka
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En Inglb.

“ContrdantloLeeldemlrr
Robert S. L&en.
En Ingl48.
“km cort~gplhn”.  United Kingdom Consolidstlon end Amendment of the Pkwention  of Corruption Acts
18894918: A Oovernmsnt  Statement, June 1997.
En Inglib.

. Contraloria C+eneral  de la RspOMica  del Perk

Colecci6n  de articuios acerca de la Corrum publicados  en el nQmero 2 revlsta Ecommio Reform Today.
Estos artlculoe eat& dlsponibies en nuestro web&e a trav& de la ediQibn p&#&do Pub#cations).  Loe
men4onadoa  rrtkuJos tin maw cron un punt0 t&J@ oomo el que (L

en “La Prlmera  Cc?nfwen&-lM?mclalonal  de Lwha
Contra la Comywrlbn”  que se real&6  en Qultb y Guayaqull,  Ecuador de127 al 29 de jutlo de 1998.

.

1898 wyo tltulo fue%proxbna4#ow  NlcrlonW 0 Intemaol6nalw  para
m$~~~~yT~natadelo8~~lemea”.

.

SlsllllpBL  (Sletema  lntqrado Modelo de AdmlrMwi6n  Ftnancka y Control para ArnMca  Latina). Slntesis Ejecutlva.

(Eetrategia  de Accl6n para kgrar la ResponDadiMlidad).  Slntesis Ejecutlva.
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Sistema lntegrado  de Gestiiin  Financh,  Admlnistrach y Auditoria,
SIGFA
kiiOWS:ES@iOi

M:Nscrr(lue
Sistema lntegrado de Adminlstr8hcibn  Fh~ d6 Panam& SlAFPA
-:ESpdW

#56g&@!&&l&#J

SISTEMA INTEGRADO  DE ADWNlSTRAC~  #WWNClERA Y CONTROL
(SlAFSAG)
-:sQantdr

#I41 Dir@&bnddwebz
.

l,MUl@h:~~pu#lclrowbasJI

Administracidn Financiera I Financial &M
Documentos  i Documents

Articles on Internal Auditing and Fraud hwesblgisrtIon
kiii:~

offlce  of the lnspectof  GetWal,  IntegrBy~

Corrupcicin  I Corruption
Genetal

Anti-Corruption Review
Idiias: Er@ii

#B DimcchcklWeb:
Descripctin:
International Center for Mot-for4Vofit  Law
ldiomas:Engtssh

880 Direccibn del Web: s!xg
Descfip&n:



m2

#13

a64

#I25

#l71

Internet Cormption  Perception in&x
kJii:~
DhCCiiCklWsb:

The Fraud lnfonwtion  Center (TFIC)
ldii:En$8sh
DhCCihddWeb:
Dewipciin:

FraudWet
ktionmEe
DirwcihdelWbk
Descripcith:

Money laundering Alert
k8omasEnglish
DiiddWeb:

.
DesaqMh:

OECD initiatives to fight corruption
kliomasv
DbCCihddWrrb:
Detscripch
FedWorM U.S. Government Morm~‘Nawwk,  Reports, Web&es
(search)
kliomasEn$8sh
Dimccibn  dd Web:
Desaipcm

Esfuerzos  anti-corrupci&n  en Africa
Mkwnas:EnglJrh
DiteccicHIdeiW~

Descripcibn:

Escandalos Financieros
ldiOllW:m



Centro de Recwsos  acerca de Anti-Corrupcibn  del Banco  Mundiat
ldii:Engllsh

.

RED DE INSTfTUClONES  DE COMBATE A LA CORRUPCION  Y
RESCATE DE LA ETICA PUBUCA
ldii:~

q

comlpciiin / com4ptbfl
Organismos  Prof&onaks I Professional OrganW

Association of Certified Fraud Exami&ers
Miomalsw ’ i

n4 Direccibn dd We
Descfipcih:

International Antic0unteMting  Coalition
ldbmas:Englhih

m DitwzihnMWeb:
Desxipcibn:
The Standing Committee on ExtortSon  and B#‘ibwy
ldii:English

#lo? Direccibn del We&x
DtBSdpCih:
Council of Europe’s Fight agaOnst  Cfxruption  dtlld Organissd  Crime
ldi-:EngorsNF ,

ml7 Direccibn  ddweb:
lDt3S&@W:

q

Corrupciiin  / Corruption
Entidades  Gubemamentales  Anti=Com@96n  / Government  Anti-Com#ion

Agkncies

Financial Crimes Enforcement ‘Network
Idiomas: Engbh

x67 Direccibn del Web:
Descripci6n:

’

.I



Comisih Independiente Contra la Cofwpcii
fdii:EIlg-

~8 Direccihdef  Wefx
fbsctipci6n:  f4ong fcong
Comisitin  Antkorwpcibn def Ecuador
ldiOBWS:Espaiiol

#w Direccibn  def Web:
Descrim:
Anti4orruption  Commission: Repliblk of2arnbla
ldii:Engffsh

Itiio4 Diii6ncfefWab:
fhscrifx56n:

Malaysian Anti-Corruption Agency
ldii:En$lish

+108 Direccibn  def Web:
fkscrffxf&a:
Independent Commission Against Corruption  (ICAC), New South Wales,
A u s t r a l i a
ldiomas: Engffsh

+171 Diraccibn  def web: m
fkscrfpci6n:
Administrative R&form  Program, Taiwan
fdii:EnQlfsh l

#ll3

fdiomas: En#fsh
a8 Direcch de1 Web:

fbecri@n: SoccihdeFraude.Mvbi6n”c~. liMpwem*~delos
EE.uu.

111

Compci6n f Corruption
Organismos Civicos / Civk Organhtions

Accih Ciudadana
fdfomas:E

#1 Direccicin  def Web:
fkscrfpci&l:G-.
Transparency International
fdiimas:  Engfff

#85 Diretccih  def Web:
’ f3escripcidn:

‘#

,‘.

:

I

8’

8’

. ~



Alianza Civica
ldii:EspbSd

666 DidndelWeb:
Descripci&Il:  M6xico
civitas .
kiiOtlW:El@iSh

667 DiddedWeb:~~
DgscripCi&l:
Grupo Esquel
idbmas:E~

1168 DireccihddWetx
DeiMpcii:

Fundacicin  hstitucionaldad  y Justicia, inc. (f%4JlB)
#iomas:B ~

- DimdeJ

ISP
kiiomasw s

lapwt#plldbrr~eIl~

PACT
kiii:English

~71 Dkeccibnclel Web:
D6lSdpCi&l:
Poder Ciudadano
Miomas:~

672 Dirsccicind6Jl
Descnw:
grupo  FUNDEMOS
ldiimas: El@iad

666 DilmcchdelW~
iikSCXi*:
Un Mundo,  Un Pueblo .

Descr&ii: Argdina
Representahtes  Nacionaks  de Transparmcy  Infamational  en las
Amdricas
Idii:Engtish .

x176 Direccih  dd W&x
Descsipcih:



Cwrupciiin  I Corruption
Documentos  i Documents

Convencibn  Inter-Americana contra la C2wN#Mn
klii:ErBglw
Dimccibn dd Web:
Desctipcich:

Declaracibn  de SantiaQo, Segundo Cumbm &k MW
kliOWS:ESi@Ol
Direcci6n&lWdx
DeSOri*:

Declaration of Santiago, Second Summit cvf the Americas
Mi:Engllsh

Convencibn de b OCDE Contra ei Sobomt2 a t%mcbnarios  pitbficos
Extranjeros

Descripcibn:
Refonnas  de la Ley Delb de Defkaudacidsr  F&MA
klioim%EspaAd
DiidelWeb:

Corruption: Causes, Consequences, and Age#+ for Further Research
Mi:Engllsh
Diedal
lIh3SWl*:
Corruption, Public  Investment, and Growth
Mi:Englkh

.Demipcd:~dola~porvlloT~~~Buvaodi
Corruption and the Rate of Temptation - Do Low Wbges  in the Civil
Service Cause Corruption?
Idii:English
DifWOibIt~Web:

WiJdef
Money Laundering and international  Efforts b Fight it
Idiomas:  Engiish
Direcci6n  del Web:

,‘, .,
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High-Level Rent-Seeking and Corruption in AM@R Regimes: Theory
and Cases
kliamas:m
Dimcxihck4Web:

World  Bank News: Bank lakes AntilcMnrpltlok:~
ldii:Englis)r
D i i n d e l  W e b :

.DWllpdh:-dsl~~~*l(l)ill~

World Bank President Urges Business, Govglrrmsnt  to Take Bolder
Steps Against Comption
klionrips:w
. .Dlmcchdgtweb:

World Bank President Adresses  Anti;comrptkm coolcrerence  in Lima,
Peru
kliomas:Engllsh
DireccicinM
Dgaaipdim:

Why Worry About Corruption?
klbmas:En$lwl
Direccibndel Web:
Descripcii: publccrdimcl8EaFlyfpofprukywm,

Controlling Fiscal  Corruption
klii:~
Mtwxi<indelw*

Corruption Around The World - Causes,
cures
kliomas: English

Scope and

Corruption, Public Investment and Growth
klii: English
Dimxibn del Web:

Accountants and Society: Serving the PubtIc  1-M
Idiim8s: EngIll
Direccidn  dd Web:
Descripci6n:C%mmMosdCongnro~d, ccnrbrb0ns;por-D.
WolfmsohnPm delBamx,MundfsiprQ,ee~I)ghlbrde1997



8ls3

#los

MO8

8llO

#ll4

ml8

n19

#ml

8322

#l23

The Perception of Corruption: A Matlcet  Disciplkw Approach
ldii:Engli8h
Direccirindelweb:

ll#hJWd-,~DOOarrdT~Y~.’

The Costs of Grand Corruption
ldii:Ela@lhh
Dimccibdel
D8%WifJCib:
mm-
Corruption and Governance in the South PaMi@
ldiomacEf@hh
Dimcci6n del W4h

ID6SMpdh:pu#ocrd6~

Corruption in the Dominican Repubk
Idiomas:-

.DWtKCibdelWeb:
Desuipdi Attidoanladarodoarak~

Comrption  : A product  of Poverty
kJii:Englhh
Ditaccibn del Web:

* .lIbWpCh:mdO
Corruption and the Globai Economy
ldii:Englhll
Dimccib del
Desdpcll
Hliotl-
The Prevention of Corruption
ldiOfWS:Eng)idr
DireaMn del W&
DWXipci6n: GobkmodOiRdnoUn#o

El Nuevo  Herald0  - Serie sob& Conupci6t1
ldii:Ez8paiw
DireuMn dei Web:
lLhwcrl*h:rn da1988

Miami Herald English - Corruption Arti&@
ldionlas:Englhh
Direcsibn del Web:
DescripcGn:
Periodico  Hoy de Quito, Ecuador - Articulos  sobre cofrupcicin
Wiomas: Esptiol
Direccibn del Web:
Descfipcih:



international Cooperation Against CormptM
Idiomas:Em

rn29 Dif@&4hddwsb:
.DWXbpC&:Pt8hhHMd#l~-ppr~~

CorruptionandI3ev~nt
ldiomasEngll8h -<

am0 rNmc&ndelw
Descripch:
Helping Count&m  Combat Cormption:  The RorOa ofthe World Bank
Idkmas:m

nsl ~delw&
Desuipci6n:hfMmedalBmcfa
World  Bank Policy and Research Bufbtiw
ldiomas:w

SW2

DtSCtipciim: puMocldbncbl~-
Corruption: A Majur Barrier to Sound  and Development
Ml: En@sh

m3 DkeccibndelM
D6scripcihPubllcacs6n ddBanco-
1997 Annual Meetings World Bank Group.bu$~~  Comrption  and
Good Governance
kJlOIWS:w

m4 DbeccibnckdWrrb:
Desaip&n:lnionrwdelBmcoIlund#
The Political Economy of Corruption--4humhti Cunsequences
ldlOtWS:Engfidr

#ms Dlt-ecclbdelw&

Procurement Under IBRD Loans and IDA Credd%a
ld&mas:Engllsh.

#we Diecctin  del Web:
De+Mxipc~Gul8Edel6ancuMundhd
Money Laundering: Muddying and IWacr~
kiii:Englkh

rrsr Direazibndd  Web:
D@SCdfiKd&l:
Redesigning the State to Fight Corruption
Idiomas:  English

#-IS Direc&n del Web:
Dfkscripciin:  hfomedel Banco Yundbrt, par

.



compaiiias Multi-les,  Dkficit  de Gobrwnwdrrjlodad y Corrupci~:
Discutiendo este complejo  tema desde Ia psnaac=thra  de la
kiii:Engiish

-67 Direccibn dd Web:
DE?SCtipCi&l:
lndice  de Percept&h  de ia Corwpcibn j3omanspamncy
international

Transparency lntemational’s  Natbnal  lntssrmyr$#ystems Sourcebook
-Eng#sh

#l?S Dim&&l Cl&Web:

lnforme sobre el fraude de Ernst 8 Young
kibmacEngiish

s-m

lnforme htemacbnal  sobre el fraude de KMWJWM  1990 ~, ,‘
kNomasEn6llir)r

#I- DimccibndelM
Descripci6n: I,’

Prwencih  de la Corrupcih  en los proyectos de4 m Mundial: Pautas  a se& ,:i;. .
: ::j

kiiomasEngfish ,1r /1%1 /
#l62 ,I

u’. .’
DaMdpch: $2, j

,j^
Prevencih de la corrupci6n  en proyectos delSa~ MundW:  Wciativa  para el ca II!:
prestamos.
Miomas:Eftgwl .s:i ‘-

#lo ‘.
:.

/I ,:: 2 ;.
Ley de practbs corruptas  en el extran&ro  - ba ap#w&nacidn

;;i: ;(- -. I; .:K,I* Y
(Departamento  de Justicia y Comercio ,: ‘@,,’
kiiomas  English .’ .,.f

#07 Dimcci6n dd Webz
Descripch
Ley de practicas corruptas en et extranjeto  (PfWsiones antlsobbmo).
Departamento de Justicia de ios EE.UU  (Seccicm: Fraude

I kiii:Engiish ~ :
;Ipo8 Dimcci6n dd Wab:

? Descripci6n:



Text0 cle la ley de practicas wmptae en ei Wrantto. lnciuye las
enmiendas  de l§M (Vedbn no dlcbf).
idiomas-

6266 Diedelweb:

Enmiendasde1998alaleycie~
DepwtamentodeJusticiayComedocEa
kiiommEaagibh

6210 D&@&&delw&&

en el extra@ro.
l

Resumen de la Convencibn AntMobwno &siaocswE
idiomasE8t@sh

Texto cumpleto  de la,Convencllkr de la relsobomo
de funcionarbs  p&kos en
idiomas:Enzlolifr’

rcn2  DiideiWeb:
DescripCi&l:

Text0 complete  de los comentarlos  a JaCwWMdbn de la OCDE para
combatir el sobomo deIoSfunCionarEws~
kfiomas: EnglJsh

62l3 Diddefweb:
Desuipc~

kiii:~ I
62-w Dimxi&nddweb:

D6SClipciiin:

Convencibn Inter-Americana contra la com@Hn
Mii:Engii8h

#a5 DimccibnddWebt
Desuipcidn:

Resumen de la convencicin lnteramericansr  $@8b la corrupci<in
idii:~

#216 Direcci6ndelW&
Deecripcih:
“The Anti-Cormption  Review”. Depwtamento  de Comercio de 10s
EE.UU.
kiii:Engikil

ill~17 Dimccich de4 W&x
Descripci6n:

q



Cotwpcih I Corruption
Niitoric  corrlJption  Documents

lnfome de 1909 acefca  de las causas de co3NIpc;56n municipal en Ban
Francisco
Idiomas:-

O&as PAginas de Herbs / 0th~ Webs&es  of
General

AmericasNet
idiamasv

m l

662

m3

664

#US

ml6

#l26

ConstRuciones  de Amhica L&h y et Cdbe
-:VE-

AmericasNet
!tibmas:Engiish
Dimccibn  de!

e.
&#&&l#@4#@&t#Rl&WdiOd

Yupi Internet, Inc.;Noticias  ln&maci0nales
idii:~
Diddelw+b:
Derscripci6n:
Office of International  Criminal Justice
klkmss:Ee
DireccidndelWeb:
D4Bscfipcii:  lJw

Ofkina de Justicia  Criminal htemaciona~
kibmas:w
Dirseci<indel
D#BCh@&X

BBC Noticias en Espafiot
Miss: Espafw
DhccSn del Webf
Descripcih:



The Global Forum on
Fighting Corruption and Safeguarding Integrity

Among Justice and Security Officials

PRESS INFOFUMATION  SHEET

The Office of the Vice President and the Department of State welcome
representatives of media organizations accredited to A Global Forum on Fighting
Corruption and Safeguarding Integrity Among Justice and Security Officials.
Media credentials must be worn at a// times while in the Department of
State.

The Dean Acheson Auditorium will serve as the conference press center.
It is conveniently located next to the Loy Henderson Auditorium, the main
meetina site for-the conference.
. ..-- _... J _._- .-. _..- ~~

All media representatives must enter and exit
the State Department via the Press Entrance located on 2p Street between C
and D Streets, Northwest, Washington. Press will not be permitted to enter
through the Diplomatic Entrance on C Street.

A live feed of all forum events will be broadcast in the Acheson
Auditorium. The Opening Ceremony from 9:00 a.m. through IO:00 a.m. and the
Vice President’s Introductory Remarks beginning at IO:30 a.m. on Wednesday,
February 24’h will be shown on a large projection screen. Following the Vice
President’s remarks, the screen will be stored and the stage used for ad hoc
briefings. Closed circuit television coverage of the Forum will continue to be
available in the Dean Acheson Auditorium throughout the meeting.

All sessions in the Loy Henderson Auditorium are open to the press.
However please be mindful of disruptions caused by arrivals and departures
during the proceedings

Telephones have been installed for use by visiting press. They are
located near the entrance to the Loy Henderson Auditorium. A major credit card
(Mastercard, Visa, etc.) or telephone calling card will be necessary to place calls
outside the Washington metro area. To access the press telephone room,
journalists must pass through the language interpreting area. Please be
considerate of the need for SILENCE while passing through this area.

Within the Acheson Auditorium there are sufficient seats and journalists
are welcome to work in the Auditorium throughout the conference day. Press
center doors will open at 7:00 a.m. on Wednesday, 7:30 a.m. on Thursday, and
at 7:00 a.m. on Friday. Please check with the Foreign Press Center on Tuesday,
February 23’ for camera pre-set times. Each evening the press center will close
one half hour following the end of that day’s events.

Scheduled press events as well as ad hoc briefings will take place in the
Acheson Auditorium. In addition, in two smaller rooms nearby, delegations may
also hold ad hoc briefings for selected journalists (e.g. for journalists from country
“x”). These rooms will be made available on a first come, first served, sign-up
basis. Press officers in the Acheson Auditorium will post notifications regarding
ad hoc briefings. Delegations are responsible for arranging press coverage

-~ ---for briefings they schedule.
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Media representatives will be allowed unescorted access to the Loy
Henderson Auditorium press area, the Delegates’ Lounge, and the corridors
surrounding these areas. While in the Loy Henderson Auditorium, press must
remain within the press area at all times. Security guards, notices, and the
annotated’floor plan included in the press kit will help journalists orient
themselves to the conference facility. Cameras (still and video) will only be
permitted to film in the Loy Henderson and Dean Acheson Auditoriums, and in
the small interview rooms. Access to areas designated “no press beyond this
point” will require a cleared State Department escort.

The working language at the conference,for  the media will be English.
Delegations briefing their national journalists may, of course, choose to use their
native language. In this case, the use of a language other than English will be
noted in the posted information announcing the briefing.

We have advised delegations that, in their contacts with the press,
Chatham House Rules apply: Conference participants are free to cite or
characterize their own delegation’s statements but may cite or characterize those
of other delegations only with their expressed permission.

Coffee and Tea for visiting journalists will be available just outside the
Acheson press center. Please refrain from consuming refreshments for Forum
participants while in the Delegates’ Lounge.

OFF-SITE SPECIALTY SESSIONS:

Specialty sessions have been scheduled offsite at various United States
Government agencies on Thursday afternoon. Please consult the “Session
Topics and Participants” enclosed in the press kit for more detailed information.

Integrity and Corruption Issues Specific to National Security Forces:
Deputy Secretary of Defense Dr. John Hamre will address the National Security
Forces panel concerning corruption issues specific to national security forces on
Thursday February 2!jth,  at the George C. Marshall Hall at the National Defense
University, Fort McNair. Following Secretary Hamre’s address, Secretary of the
Army Louis Caldera will co-chair the panel. Dr. Hamre’s address is open to the
media. Biographic material for both participants will be available at the press
information desk.

Attendance by the press is limited to 20 individuals, A sign-up sheet will
be maintained at the press information desk in the Dean Acheson Auditorium.
Any press wishing to attend this event should sign-up early as space will be
allocated on a first-come, first-served basis.

Transportation to and from Fort McNair will be provided by the
Department of Defense. The bus will depart from the C Street entrance of the
State Department promptly at 3:00 p.m. Journalists must display a valid
conference credential to board the bus to Fort McNair.
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Additional questions may be directed to Mr. Paul Philips at the following
telephone number: I-703-693-1074.

Panel on procurement Officials and Panel on Financial Regulators: The
Treasury Department will convene two simultaneous panel sessions on
Thursday, February 2!jth at the Treasury Department, located at 1500
Pennsylvania Avenue, Northwest, Washington (approximately IO blocks from the
State Department). The Panel on Procurement Officials will take place in the
Cash Room and the Panel on Financial Regulators will be held in the Diplomatic
Reception Room.

Media without Treasury, White House, Defense, State or Congressional
press credentials who are planning to attend should contact Treasury’s Office of
Public Affairs at (202) 622-2960 with the following information: Name, Social
Security Number, and date of birth. This information may be faxed to (202) 622-
1999. Each room will be open for pre-set at 2:30 p.m.

Press information officers will be available throughout the Forum in the
Dean Acheson Auditorium to answer questions and assist with any other matters.



A Global Forum on
Fighting Corruption: Safeguarding Integrity

Among Justice and Security Officials
. ’

Strategy - Overall Approach

The International Crime Control Strategy identified the question of
corruption among justice and security officials of governments as one of central
significance to the rule of law. It recognized that official corruption is a problem
that cannot ever be “solved”, but that it can be controlled, if governments have
the political will to implement practices that are effective to do so. One of its
initiatives is therefore that the U.S. call for an international conference on
upholding integrity among key justice and security officials. Justice and security
officials are defined as including all those with a key role in maintaining the rule
of law (police, border officials, military personnel, prosecutors or judges). The
conference was to determine which approaches to upholding integrity work,
which do not, and what new approaches might be developed.

Almost simultaneously with the approval of the U.S. strategy, the G8
heads of government held an extensive discussion of the relationship between
serious crime and corruption at the Summit in Birmingham, England in June
1998. Based on that discussion, the principals drafted and added to their
Communique a new sentence. This directed the G8 Senior Experts on
Transnational Crime (“Lyon Group”) to “explore ways of combating official
corruption arising from the large flows of criminal money,” and report back to the
next meeting of the G8 Summit, at Koln, Germany, in June 1999.

When the Vice President called for the Global Forum, he invited
governments to send senior policy-level officials of justice and security
institutions, or officials of specialized government ethics or anticorruption
institutions. Governments were selected to represent as broadly as possible the
diversity of the global community. No government was invited based on the
existence or non-existence of corruption. The fundamental premise is that there
is concern common to all governments, about a problem from which nohe is
immune.

In anticipation of the Vice President’s conference, the U.S. prepared a
compendium of Guiding Principles for Fighting Corruption and Safeguarding
Integrity Among Justice and Security Officials. It includes a broad range of
practices that governments found to be effective in promoting public integrity or
fighting official corruption. This working paper is offered to participants at the
Global Forum, as a basis for discussion and a means of consolidating the
substantial international consensus that exists. Preparations for the Global
Forum also provided impetus to assemble descriptions of the many
anticorruption initiatives, activities, and efforts being undertaken in 1999 against



various forms of corruption by a large number of United States Government
agencies. The compendium forms a first consolidated International Strategy
Against Corruption. It is intended to become a starting point for ongoing
refinement and elaboration as a framework for United States anticorruption
efforts abroad.

Response to the Global Forum was highly positive. Planned attendance
by those governments invited uniformly indicated that they saw this initiative, to
begin international discussion on the specific issue of corruption among
government justice and security officials, as addressing a new aspect of the
diverse problem of corruption. Many have expressed a commitment to remain
closely engaged in the process.

The United States called for the Global Forum principally to begin the
process of systematic international consideration of a particular aspect of
corruption. Its strategic purpose was not to seek immediate agreement about an
appropriate international response, but instead to achieve the following
outcomes:

Guiding Principles and Effective Practices. An extensive and detailed
examination, drawing on the experience of nearly eighty governments, of
the full range of issues addressed in the working paper. Consolidation of
the international consensus as reflected in the final report will offer a solid
basis for promoting an effective global anticorruption principles and
practices regime.

Research, Training, Assistance. Drawing on the final report, identify
specific issues as subjects for further systematic research. Through
cooperation with established international institutions, the United States
Government will promote and support such research.

International Agenda. The United States will draw on the results of this
meeting to promote a comprehensive international effort against all forms
of corruption. In response to the strong outpouring of interest and support
among the international community, the United States will continue to
strongly emphasize the importance of fighting corruption and safeguarding
integrity among justice and security officials, as an essential precondition
to maintenance of the rule of law. The international should identify and
implement follow-on activities to sustain and advance the important
elements of international consensus that emerge from the Vice President’s
first major international forum on corruption and integrity issues specific to
officials responsible to maintain the rule of law.



REMARKS AS PREPARED FOR DELIVERY BY VICE PRESIDENT AL GORE
OPENING SESSION OF INTERNATIONAL REGO CONFERENCE

Thursday, January 14,1999d.

We are here at this extraordinary international gathering, the very first of its kind, to talk
about a subject that lies at the very heart of economic growth and productivity -- and even basic
political legitimacy -- for the 21st Century: reforming and reinventing government so that it is
smaller, smarter, and more responsive to change in this fast-changing Information Age.

Just a handful of years ago, it would have been impossible to hold this conference.
Government reform was considered purely a domestic, internal topic -- that is, when it happened
at all. And back when our economies were defined by our political borders, it was far less of an
economic imperative. After all, if our businesses had to battle a bloated bureaucracy, ever-rising
taxes, and over-regulation, at least all of their competitors had the same disadvantage.

Today, so many forward-thinking nations have realized that they cannot make the most of
the Information Age with the creaking governmental machinery of the Industrial Age. We
cannot compete and thrive in the global marketplace if we are battling bureaucracy and apathy on
our own shores. And we certainly cannot earn and sustain the faith of our people if we do not
show them that self-government can work for them -- that they can reap its benefits, and become
full partners in its progress.

Reinvention and reform is not a way to scale back our ambitions, or tighten our belts for
its own sake -- as if sacrifice were a first principle.

It is, in fact, a recognition of this fundamental truth: that we cannot chase our highest
ideals unless they are grounded in workable, practical, responsible self-governance.

We need governments that are as flexible, as dynamic, as focussed on serving their
customers as the best private companies around the world. We need to adopt the very best
management techniques from the private sector to create governments that are fully prepared for
the Information Age.

In this fast-moving, fast-changing global economy -- when the free flow of dollars and
data sustains economic and political strength, and whole new industries are born every day --
governments must be lean, nimble, and creative, or they will surely be left behind.

Then there is the basic freedom that underlies free markets everywhere. When
governments work for the people -- when citizens receive good basic services, and have faith in
the government that is providing’them -- when taxes are low, and government meets public needs
without maddening bureaucracy -- then a large measure of political and economic stability
naturally follows. Let this be a first principle of 2 1 st Century government: economic prosperity
demands political legitimacy.



The question we should consider over the next two days is whether these different roads
do indeed lead to the same destination: whether we can determine both the basic purposes of
reinvention and reform around the world, and the basic tools and institutions we must strengthen
to fulfill them. ’

We know that many of us have faced, in varying stages, a singular cultural challenge:
Industrial Age bureaucracies that have grown far beyond the professional classes they were
envisioned to be, and at times seem to specialize in immobility and apathy, lacking the leadership
and also the freedom to change with the changing times.

This is not a new problem. Back in the days of Spanish rule in Latin America, when the
viceroys were given commands by their King that they could not possibly fulfill, they answered
with a phrase that still resonates through many bureaucracies today: “Obedezco pero no complo”
-- “I obey, but I do not comply.”

In fact;we  find that this sentiment is universal. In Turkey, there is a phrase that means:
“I will obey the rules -- regardless of what they cause.”

In Germany, government workers used to use the phrase: “I will see what lets itself be
done.”

Of course, here in the United States, a common phrase used to be: “good enough for
government work.” We’re working to change that.

Clearly, all of us face the challenge of changing this culture, and leading and empowering
employees to make the innovations we need. What, then, are the common imperatives as we
seek to create that change? I believe there are four:

First. economic comoetitiveness. We all share a concern that government lay the
foundation for economic prosperity, instead of being a drag on it -- which means cutting deficits
and wasteful spending. We all share an interest in the transparency of government operations --
so that global investors have confidence in us, and are less prone to the rapid withdrawals of
capital that we saw throughout Asia in the past year and a half.

Some of you may be familiar with the term “red tape” -- the ever-expanding rules and
regulations that governments seem to love -- and citizens hate. In a global economy where
capital can be invested anywhere, red tape is like an economic noose that says: if you send your
investments here, we’re going to strangle them with bureaucracy, inefficiency, and forms, fees,
and requirements you can barely even understand. That’s why so many of us are working on
common-sense regulatory reform.
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reform -- setting national standards for moving people from welfare to work, but then letting
states and local-communities shape the reforms that work best for them.

This kind of empowering government -- government that sets goals, and provides the
tools to reach them -- leaves a vital role for communities, churches, civic institutions, families:
the kind of vibrant civic life that is the very ideal of self-government. It’s happening
everywhere: the representative from Ghana wrote to us about the importance of civil society to
the reform process. Mongolia is shifting more governmental functions to its non-governmental
organizations. This is far from an abdication of responsibility -- it is really a call to
responsibility, from all quarters.

If we accept that these are our common purposes -- competitiveness, building faith, doing
more with less, and strengthening civil society -- and I hope this is a subject we can debate at this
conference -- then it is worth considering: does it take more than mere government reforms to
achieve them? I believe it does.

The fact that we can even gather here may be because we have come to a new point in
history. No longer do nations divide themselves along the stark ideological divides of the old
Cold War. Instead, more and more nations are committed to the common vision of democracy
and free-market economies.

At the heart of these concepts one finds a set of institutions that allow people of different
beliefs to peacefully resolve their differences. Democracy and market capitalism cannot thrive
in societies that do not enjoy freedom of the press; an honest and impartial judiciary; an ability to
check executive and legislative power; and a steadily expanding circle of dignity among different
races and ethnic groups, women and men, different religious faiths.

These institutions are often frustrating and inefficient. But democracy and free markets
work when we allow for the resolution of conflict. Too many nations are still lacking those basic
institutions -- and for them conflict is bloody and brutal. But for those of us engaged in
administrative and institutional reform, these underpinnings of democratic society are cherished.
I believe they are the basis of any serious reform effort.

Let me talk just briefly about America’s own experience, and the factors that drove
President Clinton and me to.undertake EGO six years ago. As I mentioned, when we
campaigned in 1992, we saw a growing pressure for reform at the grassroots -- frustration with
high taxes, and a feeling by many that they were not getting their money’s worth. Crime and
welfare were rising, the deficit was exploding, and we had fallen into a deep recession. There
was a crisis of faith -- not just in government, but in our ability to solve our common problems.



Finally, you cannot improve customer service unless you truly listen to the customer.
This year, we will conduct the first-ever government-wide Customer Satisfaction Survey -- to
assess the progress we have made in the last five years. We have already established over 4,000
customer service standards, all published on our agencies’ web sites. Now we need to determine,
from the people’s perspective, how we are doing, and how we can do better.

My hope is that this conference will be the start of a new international coalition for
competitiveness -- one that seizes on our shared reforms to build governments that are as smart,
as effective, and as dynamic as today’s global economy and Information Age. That has been the
heart of REGO in the United States -- and I know we have a lot to learn from all of you.

As all of us know, this is hard, unglamorous work. But as much as REGO is about the
nuts and bolts of government, it is also about the soul and spirit of self-government. By meeting
this challenge together, we can create more than effective government agencies -- we can create a
global economic community that is strong and vibrant and equipped for the challenges of change.
We can create a new trust and faith in our people, and in each other. That is the spirit in which I
hope we will work these next two days, and in the years to come. Thank you.



the midst of new wealth and opportunity, we have found new risk and challenge.

We can now move capital around the world at the touch of a computer key. But when
that capital flows into weak financial systems whose dangers are obscured by poor transparency,
the same capital can flow out just as fast -- leaving debt and dislocation in its wake. The
resulting contagion can then unfairly damage even sound economies.

And in too many places, democratic institutions have not caught up with democratic
aspirations. Instead, we find cronyism, corruption, and social unrest -- adding to the problem of
attracting world investment.

But what we have learned also gives us every reason to be hopeful. After all, we are the
nations that, together, created an economic miracle for Asia and the whole Asian-Pacific region.
From Seoul to Shanghai to Singapore, from Sydney to Santiago to Silicon Valley, our
businesses, our workers, and our governments had the skills, the creativity, and the drive to make
it happen. Our people have not lost their abilities or their energies -- and they have certainly not
lost their will. Weaknesses in financial structures have taken a toll, but the solid backbone -- the
entrepreneurial spirit, the manufacturing strength, the dedication of our workforces -- remains.

So I come before you with this simple message this evening: just as our economies built
an economic miracle for this region, now we must build an economic recovery. Just as today’s
economic crises are global in scope, the solutions must be global as well. And for my country’s
part, I assure you that the United States of America is determined to remain a strong partner --
both for the sake of jobs and growth in our own country, and for the sake of freedom and
prosperity around the world.

This much is clear: just as the global financial crisis started here in Asia, the global
economic recovery can and must start here in Asia as well. Tonight, I challenge the Asian
Pacific nations to lead the way.

I want to discuss what I believe are the three central elements of renewed economic
growth in this region: first, an aggressive recovery strategy for the short-term, built upon strong
action and leadership by individual nations around the world.

Second, the steps we must all take together, as a family of nations, to build a stronger
financial architecture and ensure sustained growth and stability into the 2 1 st Century. And third,
a deeper shared commitment to the fundamental human and political freedoms that are the surest
foundation of free markets everywhere.

First, let us begin by recognizing the great progress that has been made to stem the
current crisis -- and the crucial next steps that must be taken toward an immediate economic
recovery.

Since the onset of the crisis last summer, we have worked with the international
community to mobilize unprecedented support for countries in crisis. The IMF, the World Bank,



and the Asian Development Bank have committed $65 billion to the affected countries in the
region. To date, some $44 billion of this has been disbursed to the countries in crisis. These
strong reform programs, backed by financial support from the international community, have
helped to restore stability and lay the foundation for recovery in the region.

We are seeing progress: for example, interest rates in Korea and Thailand have now
returned to -- and in some cases even fallen below -- their pre-crisis levels. Governments have
begun the hard task of reforming financial systems and restoring banks to health. There are real
signs that both output and demand may be bottoming out.

But let us not underestimate the challenge which still confronts us. Optimism can be our
ally; realism must be our guide.

In September, President Clinton called for specific, additional steps to spur growth and
help those countries most in need. I am proud to report that nations around the world have risen
to this common cause. The United States has now met its obligations to the IMF. The U.S.,
Canada, Japan, and some nations of Europe have cut interest rates. The G-7 industrial nations
have agreed to establish a new precautionary line of credit, anchored in the IMF, to help nations
with sound economic policies ward off global turmoil. Brazil is addressing its fiscal problems,
and the international community is providing meaningful support.

Now, we must advance this agenda, and that means all nations must redouble their efforts
to restore growth right away -- to lift the lives and the livelihoods of both this region and the
world. Tomorrow, I will discuss with APEC leaders an urgent strategy to stem the financial
crisis -- strengthening social safety nets for countries in distress, promoting trade and investment,
and getting the corporate and financial systems back on their feet.

To begin with, let us not forget those who have been hit the hardest by the crisis: the poor
and unemployed, children and the elderly. After so many years of dynamic and seemingly
endless growth in this region, many nations were unprepared for the human cost of contraction.

While the IMF has allowed for critical increases in social investment in these countries,
we must do more. That is why I am so pleased that the World Bank and the Asian Development
Bank will more than double their support to strengthen social safety nets in this region. And I
am pleased to announce a new U.S. initiative, a social framework for growth, that will combine
bilateral assistance, technical assistance, and micro-credit -- so that we can help to ease human
suffering, and build the kind of stability and shared prosperity that are essential to free market
economies.

To achieve a rapid recovery, we must also channel more investment and trade back into
this region -- and America will continue to do its part.

Tonight, I am pleased to announce that, in addition to the $5 billion in short- and
medium-term trade financing that our Export-Import Bank made available in the wake of the
crisis, it will now provide an additional $1 billion in medium-term financing each for Indonesia,



Thailand, and Korea to augment the existing short-term programs in these countries and help
them meet their needs while at the same time encouraging trade between our nations.

I’m also pleased to announce that our Overseas Private Investment Corporation will
provide over $2 billion in insurance and financing to support new private investment in Asia, and
will create innovative new financing products to bring more private capital back into this region.
We want to do all that we can to encourage trade and investment here, so American business can
be an active partner in your growth and recovery.

Next, short-term recovery demands that we revitalize the region’s financial systems. That
means lifting the mountains of bad debt that are crushing many banks and corporations
throughout the region -- leaving them struggling to pay workers and creditors, and leaving them
unable to secure the financing to keep factories open and economies humming. I have the honor
to announce to you that this evening, President Clinton and Prime Minister Obuchi are together
formally launching a joint initiative -- along with the Asian Development Bank and the World
Bank -- to help nations obtain the financing to revive their banking systems and remove obstacles
to serious restructuring.

There is a reason recovery must begin with the removal of obstacles to private sector
growth. Ultimately, our best hope is to allow free markets to work their magic. That is why, six
years ago, President Clinton and I worked so hard to eliminate the chronic deficits that had
blocked our own private sector’s borrowing and investment.

But once the private sector in this region has the freedom to grow, it must rise to the
responsibility that comes with that opportunity. We need your active involvement in global
economic recovery. We need your sustained investment in emerging markets. We need your
support for the education, training, and workplace conditions that ensure a strong workforce. .
The Asian-Pacific region needs a strong and engaged private sector to replace bad debt with
sound investment, once and for all.

Before I move to the systemic, longer-term issues we must address, I want to make one
further point. In 1993, other nations rightly asked the United States to get our fiscal house in
order. We have done so. And just as the world looked to America then to play a more powerful
role in the global economy, so today the world looks to Japan.

One of the reasons we do so is that we know what Japan can do when it is at its best.
After all, Japan’s achievements have been extraordinary -- building the world’s second largest
economy, forging a broad prosperity and security for its people, and leading the way toward
international development and peace. Even in the midst of recession, Japan generates more than
two-thirds of Asia’s combined GDP. The region cannot recover without Japan boldly and
strongly leading the way. I believe Japan can do so -- and I believe it must. But Japan’s
economy has now been stalled for five years. If Asia is to prosper in the 21 st Century, Japan
needs to restart its economy in this century:

By moving promptly on bank reform -- as it has begun to do; by further spurring



domestic demand; by deregulating key economic sectors; and by opening more markets.

By achieving strong growth, driven by domestic demand, Japan can provide the spark to
restart every economic engine in the region. If Japan meets this challenge, it can lead this entire
region into the 21st Century.

While these short-term steps are critical to stem the crisis, we must also work
aggressively to address the broader, systemic causes of crisis -- and that means working together
to reshape our world financial architecture, so that we can build a strong and sustainable recovery
for the long haul.

We must realize that meeting these twin goals -- short-term recovery and longer-term
growth and stability -- requires a delicate balance. For the irony is that by addressing the larger
systemic problems too abruptly, or in the wrong way, we could actually slow the immediate
recovery that is so desperately needed. But that doesn’t make these broader problems any less
urgent. We absolutely must adapt the world’s financial and trading institutions to the new and
renewed economy that they serve. In other words, we need a global financial architecture that is
as open and inclusive -- and just as robust and dynamic -- as today’s high-speed, hyper-linked
information economy.

At last year’s APEC meeting in Vancouver, President Clinton and other Asian Pacific
leaders launched an international effort that gives emerging economies a seat at the table as we
strengthen the world financial system. Our finance ministers and central bankers have been hard
at work on this task; we need their candid assessments and boldest ideas.

Our challenge is to build a foundation for more stable and sustainable capital flows -- not
to halt or control the flow of capital, but rather to make sure it is used wisely and effectively, in
the most productive ways possible.

Toward this end, we must give emerging markets more of the tools to manage risk -- and
help them to build financial systems that are strong enough to withstand adversity. We must also
improve our international financial institutions -- including the IMF -- so we can manage crisis
more effectively, rely more upon the private sector for its resolution, and minimize its impact on
the most vulnerable.

And obviously, it is urgent that we bring greater transparency and openness to our
international economic system. Forget the gold standard -- today’s economy operates on the
information standard. A nation’s economic power comes from votes of confidence cast
constantly in markets around the world that evaluate every government’s policies every day,
through billions of transactions. If investors think you’re playing fiscal games, or if a nation’s
financial standing is hidden in a dense fog of secrecy or confusion, or distorted,by corruption,
then interest rates climb almost instantly.

Our governments, banks, and businesses -- as well as global institutions like the IMF, the
World Bank, and the WTO -- must also open more of their activity to public scrutiny. Openness,



transparency, and greater disclosure are the surest path to economic strength and investment from
around the world.

And let me add that while this global financial architecture is vitally important for its own
sake, we need to build confidence in global commerce and communication across the board.
Together, we must avoid its pitfalls so we can seize its profound potential. For one thing, we
must all meet the challenge posed by the Year 2000 problem -- to keep our global computer
networks strong.

We must continue to promote the growth of global electronic commerce -- which is
expected to grow to more than $300 billion in just a few years -- I’m very pleased that APEC has
taken up this challenge. By the year 20 IO,  we can triple the number of people who can support
their families because they can reach world markets through the Internet.

To make even more progress, we should hasten the completion of the new Global
Information Infrastructure, or GII -- a network of networks that sends messages and images at the
speed of light, across every continent. I hope APEC will continue to work toward this vision --
to build a true global electronic village, to expand access to phone service and communications,
to improve the delivery of education and health care, and to create new jobs and industries.

I’m reminded of the prophetic words of one of my country’s great writers, Nathaniel
Hawthorne. In 185 1, inspired by the telegraph invented 16 years earlier, he wrote these words:
“By means of electricity, the world of matter has become a great nerve, vibrating thousands of
miles in a breathless point of time...the round globe is a vast . . . brain -- instinct with
intelligence!”

He might have been ahead of his time, but the simple fact is that in today’s global
economy, we are all connected. Global interdependence is not a policy -- it is a reality. As
Prime Minister Chuan has said, “no country can avoid being affected by what happens halfway
around the world.” This is particularly true when it comes to our environment -- which is why
we need shared global leadership on challenges such as global climate change.

And it is also true when it comes to trade. One third of America’s growth in the past five
years has come from expanding trade with other countries. If Asian workers lose their jobs, they
can’t afford American farm products, and our farmers suffer. If Asian stock markets drop,
American investors feel the tremors, and our families suffer.

For this reason, expanded trade is a cornerstone of economic recovery. We must take
great care to ensure that what began as a global financial crisis does not become a global trade
crisis. I urge you to consider what has happened to Asian exports to America; they have gone up
dramatically. And other major industrial economies have not absorbed nearly as much. I want to
make one point crystal clear: the United States cannot be the importer of only resort. All
developed countries -- whether in Asia, Europe, or the Americas -- must play a role, and keep
tearing down trade barriers. In the end, in this global economy, protectionism will only protect
us from prosperity itself.



In the past five years, the United States has been party to 260 new trade agreements,
helping to open global markets in everything from agriculture to automobiles. At the 1994
APEC summit in Indonesia, we resolved to eliminate all trade barriers in the region by 2020.
We’ve made strong progress, particularly with the 1996 Information Technology Agreement,
which lowered both tariffs and prices for computer and telecommunications equipment. That
agreement -- a proud moment for APEC -- has now been embraced in other regions, just one
example of how our progress here has sparked free trade around the world.

Following the model of that agreement, just yesterday, APEC trade ministers agreed to
move toward opening trade in nine key sectors, worth more than $1.5 trillion a year in global
trade -- and to build broader support for free trade in these sectors through the World Trade
Organization.

These are not easy steps to take; all of us have faced pressure in our own nations to turn
inward; and embracing openness requires leadership and vision. But in a tough financial
environment, it is more important than ever. Each and every APEC economy must do its part.

And as we open the doors to global trade wider than ever before, let us build a trading
system that lifts the fortunes of more and more people. Let us include strong protections for
workers, for health and safety, for a clean environment. For at its heart, global commerce is
about strengthening our shared global values. It is about building stronger families and stronger
communities, through strong and steady growth around the world.

That is why the future of free and robust global markets depends so strongly on a third
challenge -- one that surpasses all the others, even as it supports all the others. It is democracy,
and the growth of self-government all around the world.

History has taught us that freedom -- economic, political, and religious freedom --
unlocks a higher fraction of the human potential than any other way of organizing society.

And that means it is the best guarantee of prosperity in the future. As President Kim Dae
Jung has said: “Only a democratic society will be able to take full advantage of the benefits of
the information age.” If governments try to suppress the creative potential of their people by
denying them access to information, they will undercut their own efforts to build their
economies. Any government that suppresses information, suppresses the economic potential of
the Information Age.

Some take another view. They cling to the belief that authoritarian rule makes it easier to
impose the fiscal discipline and financial sacrifice often necessary to weather economic storms
and spark growth. The facts refute that view.

People will accept sacrifice in a democracy, not only because they have had a role in
choosing it, but because they rightly believe they are likely to benefit from it. The message this
year from Indonesia is unmistakable: People are willing to take responsibility for their future --
if they have the power to determine that future. From Thailand to South Korea, Eastern Europe



to Mexico, democracies have done better in coping with economic crises than nations where
freedom is suppressed. Democracy confers a stamp of legitimacy that reforms must have in
order to be effective. And so, among nations suffering economic crises, we continue to hear calls
for democracy and reform in many languages-“people’s power”, “doi moi”, “reformasi.” We
hear them today -- right here, right now -- among the brave people of Malaysia.

Citizens who gain democracy also gain the opportunity and the obligation to root out
corruption and cronyism; to support fair regulation that protects consumers and businesses; to
press for sustainable development that protects the environment; to gain access to education and
health care; to uphold impartial justice and the rule of law. And the citizens who launch these
reforms will help their countries prosper -- as investors put their money and their faith in
democracy, and pull it out of nations where decisions are rigged, where bloated bureaucracies
sustain only themselves, where contracts are not honored, and where government swallows up
tax revenues without working for the people.

All who love freedom are obliged to redeem people’s faith in self-government.
Investments move in the direction of strong and deep democracy -- and so, too, has our world
history.

In closing, let us realize that more than ever before, the world’s eyes are upon APEC --
because so much of our economic future rests in this region and rest on decisions made by
APEC. In the coming days, the leaders of APEC will have an opportunity to meet the challenge
of this crisis -- to revitalize enterprise; to lift our citizens to greater prosperity; to not merely heal
the contagion, but to eradicate it. If we take the right short-term actions, if we build a 21st
Century financial architecture for the 2 1 st Century economy, and if we find in free markets the
more fundamental freedoms that they nurture, I believe we can weather this global crisis
together. But it will take hard work -- and it will take strong leadership from the Asian Pacific
nations, as well as from the United States and Europe.

Fortunately, across this region, over a generation of extraordinary progress, you have
shown the world what is possible. That is why American resolve is unshakeable -- and we will
stand with you for growth and stability at every step of the way. So let us reaffirm the
partnership and the purpose upon which APEC was founded. Let us work even harder to fulfill
it. With so many hundreds of millions of jobs and families depending on it, we certainly don’t
have a moment to waste. Thank you.



Charles Moskos
August 1998

De-Corrupting Security Security Forces

The need for non-corrupt security forces in the post-Cold War era can
scarcely be overstated. A Pakistani employee of the US. Drug Enforcement
Agency (DEA) uncovers Pakistani air force pllots  smuggling heroln  into the
United States. Shortly thereafter, the agept  is jailed by Pakistaffl  security forces
and brutally tortured.

In Moscow, most of the police officers, if not directly working with organized
crime, double as hired protection for businesses, a thinly disguised  form of
extortion.  Russian news is replete with reports of senior amiy  generals who s8l!
off state property for personal gain. The Director of the F.B.I. warns of the
danger of atomic weapons coming under the control of the MOSCOW mafia by
those charged with guarding them.

Closer to home, General Guitierrez  Rebollo,  himself the head of Mexioo’s
national anti-drug force, was arrested for allegedly working for Mexico’s  most
notorious drug lord. This past May, a score of Mexican police and army officers
were arrested for stealing cocaine from the evidence room of the local federal
attorney‘s general offlce. The arrested cops Included the commander of a
special antl-drug unit that receives funds from the DEA. That drug-trade maney
now infects Mexican law enforcement from top to bottom looms as a major
fdrelgn policy concern for the United States. More ominously, bur own country
may become the next domlno. CorruptIon  now leaks across the border to Infsct.
American border patrols.

Can anything be done to stop ‘narco-CorruptIon’  and ‘klep~ocracy”  -- terms
that now have entered the international vocabulary? Corrupt security forces
that collude with homegrown and international crlmlnal  elemgnts Increasingly
threaten natfonal  and global security. By security forces, we refer to mll&aw
units, border guards, customs offfcials,  along wRh national and local  police
agencies. Without honest soldiers and cops, there can be no coping with fis
organ(zed  crime that imperils the development of poor countries as we11 as Our
own natlonal  interests. If the great divide of states during the Cold War was I&
right, today, R Is clean-corrupt.

Whether ‘every man has his price’ is a question with nd ci@finite  answer. BI#
common sense tells that a necessary condition for systematic de-cornqtbn is to
fnsure that securfty  forces and thelr families  enjoy a decent lluing to include 8
secure life followlng  retirement. We must hold to the proposItIon  that there are
enough people to staff a security  force who would prefer to 8am a decent llvlna
honestly, rather than beoome  rich as crooks.

The plain fact is that in a poor country this Is not an option for the soldier,
customs official, ar police Officer. The yearly salary of a cop in either Moscow (ii
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. he is lucky enough to get paid) or Mexico City Is about $4,000. At the end of his
career, he gets a reduced percentage of this salary as his pension -- which is
probably ravggsd by lnfiation anyway. Little wonder that corruption Is endemic
in such societies. Mow could it be othennrise?

Honest security forces are not wishful thinking, however. A partly analogous
situation existed in the United States during the Prohibition era - another tim8
of high corruption of’ law enforcement agencies. Underpaid Tmasury  agents in
particular were rife with corruption from the illegal purveyors of alcohol. In the
late lQ20& the Federal Bureau of investigation  under J. Edgar Woover  was
charged with cleaning up the Treasury Department. Poiltk%l  appointees wer8
dismissed, procedures were introduced to recruit qualified candidates, and a
code of ethics was established. Most Important, this was accompanied by
raises in sslarles  and guarantees of long-term oompensation.  Honesty and
efficient

t
improved dramatically. So much so, that the newl

force wit in the Treasury Department quickly produced Eliot KJ
professionailzed
ess and his

“untouchables.’

Looking abroad, we also have concrete examples of how law enforo8ment
entities were transformed into honest ones. Hong Kong‘s police  force was rife
with corruption through much of this century. in the 197Os,  It went through a top-
to-bottom cleansing process. Under draconian British supervjslon,  the old
guard was dismissed, new recruits  were brought in and, importantly, salarles
were raised along with upgraded pension scales. This modal was emula$ad  In
Singapore. Both Hong Kong (at least before its annexation by Chlna)  and
Singapore now enjoy reputations for honest security forces.

The policy  proposal is simple. Security forces must earn a decent llvlng in
local  terms. But this is not enough. in addition, security persannel must be
eligible for a pension in hard currency that Is backed by an mIr)ternationel  De- .
corruption Agency’ or IDA. Such a pension should be geared to early
retirement, say twenty to thirty years of sewice  as presently exists in the
American military. With a relatively near horizon for retirement, a career law
officer could readily see that he and his famlly will be taken oare of. Only a
guarantee of flnanclal  security can lay the qroundwork  for honest servloe.
Access to top-line medical care for family members would also be a powerful
inducement for an ‘untouchable’ cadre.

The mechanism for such internationally guaranteed pensions is well
establlshed  and needs only be extended to include secudty  forces in vulnerabb
countries. The pension system of the United  Natlons and Wood Bank can be
looked at as possible models. Both these organizations penalon  their
permanent. employees In US dollars. What may be new here is the need for the .
IDA to ‘top out’ the salaries of selected security forces.

Once such a compensation system is in place, the core group of non-arrupt
officers must engage in its own institution bulldlnq.  New members can be
recruited from recent graduates of secondary schools to attend a special
academy. As a prscommlssioning  program, such an academy will  stress the
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service ethic over pecuniary motives and, most importantly, wjll  be guided by
honest mentors and exemplars. Respect for human rights should be introduced
in the training  program and made a condition of being selected and remaining
in the *untouchables.” IDA will make its own judgments on wITether  or not
funded security forces are meeting the specified standards of honesty and
respect for human rlghts. Forces that do meet those standards will simply be cut
off from future funding. No other coercive measures will be needed.

What is destined not to work is relying entirely  on ‘vetting,’ the new buzz
word in American-supported police training programs abroad, Under  thts
procedure, recruits are carefully screened for moral background, education
qualifications, and even given psychological testing. The chosen recruits  are
then given Intensive training in police  tactics, surveillance procedures, and
electronic gadgetry. Without decent salaries, however, such trainees -- In the
words of an experienced DEA official -- ‘withln  weeks go to work for the bad
guys.” Vetted indlvlduals  by offering their newly acquired skills  and the/r
American-donated electronic equipment become unprecedented assets for
organized crime. Talk of the boomerang effect!

To be sure corruption can never be quenched entirely as we well know in
the United States. it may be the case that honesty Is so far gqne in the $ecurity
forces of certain countries -- Colombia, the trans-Caucasus  republics? -- that
even the attractions of a decent living and a secure pension may not be enough
to produce a core of upright police.

There are certainly other countries, however, where the soale is sufficiently
small, that the program of de<otruption  would work out quite well. After ail, we
did invade Panama to remove the criminal, drug-dealing regime  of Manuel
Noriega.  The Clinton Administration states professlonailzation  of Haiti’s polioe
and military  forces as being In the American national interest.

Haiti Is especially  enlightening. A new Haitian police fore@ has been
created through an American-sponsored training  program. Mgat Important, the
police officers are now, thanks to Amerlcan  subsidies, amongthe higher pajd
employees in that country. Though not unblemished, a decefl  salary has made
for a police force far more honest and attentive to human rights than any other b
Haiti’s history. The effectiveness of the Haiti police, however, Is undermined by
a judicial system that remains mired In corruptlon.

But Mexico remains the big problem. An International agency to guarantee
salary inducements and pensions has a huge political advanhge over any
other policy of de-corruption. Mexico’s ralations  with the Unit@d  States are, to
say the least, always touchy. indeed, deep down is the gut fqpling that anything
hurting the Northern gringo can’t be all bad. Any American interferenoa In
internal law enforcement only aggravates Mexican resentment Currently, the
two countries are at loggerheads over allowing American drug) agents to carry
weapons inside Mexico. With Mexican %ntouchables,’  the nqed for such
American demands would disappear. An internationally backed compensation
of security  forces would be incomparably less of a threat to ‘M@can  senskiijty  --

- ---



or that of any recipient country - than American meddling In local law
enforcement.

How much would an Internationally guaranteed compensation system cost?
Precise numbers would have to be worked out, but let us consider  some figures;.
Excluding administrative costs, offering 100,000 law enforcement officers a
$10,000 annual pension In hard currency would cost one biltkn dollars a year.
Tripling the going tifary In Mexico or Russia for the same number would come
to $1.2 bllllon  annually. These are substantial costs to be sure, but they are
more than balanced by not so long-term economic savings. As the core group
of untouchables expands, there can be more than proportionate reduction In the
personnel levels of other security  forces. One honest server can surely replace
many corrupt off Icials.

But beyond this, the ultimate monetary savings -- national and International
w- of incorruptible security force are immense In Russia along, about $10 billlon
In revenues are lost each year just by illegal exports that pass through the
hands of crooked customs officials. In the United States, after 15 years and
nearly $300 billion, the efforts to control the drug traffic have produced, at best,
mlxed  results. Indirect costs of the impact of drugs on American life are put at
$67 billion a year. Let us also not forget the billions of dollars it cost to Invade
Panama and Haiti. Beyond these sheer monetary consideratfons,  there are, of
course, the incalculable suffering and deaths of clvllians  and soldiers caused try
invaslons of countries whose plight has been aggravated by corruption.

The lure of illicit financial gain among security forces cannot be easily
broken, but a guaranteed decent salary and an Ironclad pension Is the only wqy
to begin.

w Prw Honest security officials  are a necesgary condition
(though not, alas, an infallible guarantee) of low corruption In the larger sc&ty.’
Unless people can rely on upright security forces, no basis e%ists for cleaniq
up corruption in buslness practices, public  agencies, or the palitical  process,
much less fighting intematlonal crime. Everybody unders@nq that crooked
soldiers, cops, and judges have no upslde.  All else follows from this
fundamental principle.

In the contemporary era, no problem may be more pressjng than
establishing non-corrupt security forces in countries plagued by governmental
breakdowns in law and honesty. The focus of the proposed project would be q~
seourity forces. These are defined to include military forces, harder guards,
customs offlclals,  national and local police forces.

Control of corruption directly addresses core issues In democratic
government and economic development as well  the very tab& of international
security, including the spread of nuclear and chemical weapons. The
establishment  of a model of ‘untouchables” In security forces has broad
applicability that will add immeasurably  to the common good of the world

zommunity. Indeed. in the wake of the end of the Cold War, the great divide  Is



no longer between communist and democratic  systems, but between corrufl
and clean governments.

The project will USB the varied methods of the social sciences.  Added depth
and breadth will be brought to the topic by f8iylng  on fesourc@ persons in
historical, psychological, and even philosophlcal and ,reiigious  studies.
TheoretIcal conceptualization will be joined with empirical data collectlon.  The
aim is to examine reiri-life  situations, categorize them, and then generalize to
meaningful policy recommendations.

An underlying  assumption is that whiJe  n culWep affects the’degree  of
oorruption  it is not an ail determining  factor. After ail, we do hpve corrupt
elements in societies where non-corruption is the norm and, more important! ,
vice versa. Data would be collected on site and through examination  of arch mlT
and official data sources.

information would be collected through personal interviews and minl-
conferences in specific geographical regions. Resource pergons would In&,&
American diphmatiC  and military personnel, American academics with fegk?nr!
speciaNles and non-American academics  in their local rwions, journalists, and,
where practical, honest members of national and local $ecurlQ  forces, PubI&
opinion surveys on attftudes toward variables affecting corrumion will  be
conducted in selected countries. The expertise of Transparency International
which monitors corruption in business practices will also be utilized.

The project will proceed at three levels of analyses. At the micro-level, we
will go beyond “rational choice’ theory (individuals maximitinr)  benefits and
costs) by adopting a more complex scheme of motivation  thrw
conce ts as ethics, social  responslbiilty,  and group cohesion.

Ii
1

h such
ut In another

way, t e issue is how to “moralize” selected groups. Consider, for example. the.
reiatlve  welght of such virtues as loyalty  and honesty when they come into
conflict with each other.

At the organizational level, data (heretofore uncollected) ~$11 be gathered ofi
the compensation levels of security forces (base salary, In-k!@ benefits, and
pensions) in comparison  with other occupations In the society, We shall
examine the structure of security forces in terms of reoruitmenf,  training,
compensation, and career advancement, This benchmark Information  alone
would be an invaluable resource in combating corruptjon.  Consider, for
example, what would be the effects of an internationally guar@nteed  pension .
system for non-corrupt security forces.

At the macro-level, we shall ascertain correlations between wrruptlon  and
variables such as: (a) .strength of state,‘(b) civil  society, (c) rell$lon,,(d)  -nom/F:
development, (e) gender roles, and (f) klnshlp systems.

The goal Is to specify the conditions that foster a group of %ntouchables~  In
security forces where corruptlon Is endemic. ‘Success storie@  of non-
corruption will be especially analyzed.



International Cooperation Aaainst
ROBERT KLITGAARDu Corruption

Cambating corruption is such
u diff+ult and sensitive &sue
that many national political
leaders who suppoyt such ef-
forts in principle are hesitant
to undertake them in practice.
Hou can international
cooperation help build sup
port for fi.ghting  corruption,
both nationally and globally?

v

IRTUALLY all forms of corruption
are proscribed by virtually all
countries. Why, then, don’t coun-
tries take more steps to reduce cor-

ruption? If countries have trouble fighting
corruption, it may be because they lack
sufficient will or sufficient local capacities,
such as proper strategies and structures
(including incentives), to prevent cor-
ruption. In some instances, lo&capacities
are constrained by costs, in others by a lack
of know-how, and inptill others by insuffi-
cient efforts to devise strategies to combat
corruption.

International cooperation can help indi-
vidual countries to develop the necessary

will and capacities Thii article proposes
several new initiatives in which interna-
tional cooperation could play crucial roles
in combating corruption. One is the spon-
sorship of regional diagnostic studies
Countries would cooperate in organizing
and funding, and then share the results of,
private sector studies of systematic corrup-
tion in several areas (such as procurement,
health care, and courts). These studies
would help identify systematic improve-
ments that might be made and suggest how
to ensure the permanence of improvements
through monitoring.

The article also proposes holding a “con-
test” among developing countries to see
which could develop the best national
strategies for reducing corruption. Regional
seminars could broach the idea of develop-
ing a national strategy against corruption
and provide examples of how this might be
done, and technical assistance could help
countries that wished to enter the contest to
design their proposals. The winners (per-
haps one or two countries for each conti-
nent) would be rewarded with seven years
of sustained and additional  aid The rest of
the world would learn from the good ideas
generated by the contest, many of which
could be implemented even in the absence
of extraordinary international assistance.

Corruption’s universality
In Belgium and the United Kingdom,

Japan and Italy, Russia and Spain, and
other countries, allegations of corruption
play a more central role in politics today
than at any time in recent memory.
Corruption is hardly a problem exclusive to
developing countries or countries in transi.
tion. It is true that in Venezuela a local dic-
tionary of corruption has been published in
two volumes (LXccionarib  & [a corrufvi6n
en V’ezuelu,  1989). But it is also true that a
French author put together something simi-
lar for his country (Gaetner, 1991). Probably
every country could publish a similar work

The fact that much corruption in devel-
oping countries has important industrial
country participation is now a common-
place. The nongovernmental organization
Transparency International focuses on cor-
ruption in “international business transac-
tions” and points out that there are First
World givers of many Third World bribes
In coming years, the World Trade Organ-
ization is likely to find that this issue is a
central one.

The reminder that corruption exists
everywherein  the private as well as the
public sector, in rich countries and poor-is
salutary, because it helps us avoid unhelp-
ful stereotypes But to contextualize  the dis-
cus$on is not to end it. In fact, noting that
corruption is widespread may convey its
own unhelpful subliminal messages It may
suggest, for example, that all forms and
instances of corruption are equahy harmful..

Robert Klitgaard,
a Us national, is Dean and Ford Distinguished Professor  of International Development and Security at The RAND Graduate Sclwol,  Santa Monica,
California.
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Even more perniciously, it may lead less
discerning  liiteners or readers to the con-
clusion that because corruption exists in
every country; nothing can be done about it
where they live. Consider the anaIogies to
pollution or disease. Both phenomena may
be observed everywhere, but theii extent
and patterns of incidence differ radically
amongvariousregio~countries,andlocal-
ities. Questions of degree and kind are cru-
cial, and thii is also true of corruption. No
one would conclude, for example, that
because water pollution and AIDS exist in
every country that nothii can or should be
done to reduce them

Corruption is a term with many mean-
ings The beginning of wisdom on the issue
is to subdivide and analyze its many com-
ponents Viewed most broadly, corruption
is the misuse of office for unofficial ends.
The catalogue  of corrupt acts includes-.
but is not limited to-bribery, extohion,
influence peddling, nepotism, fraud, the use
of “sbeed money” (money paid to govern-
ment officials to speed up their considera-
tion of a business matter falling within
their jurisdiction), and embezzlement.
Although people tend to thii of corrup-
tion as a sin of government, it also exists in
the private sector. Indeed, the private sector
is involved in most government corruption.

Effects of corruption
Different varieties of corruption are not

equally harmful. Corruption that undercuts
the rules of the game-for example, the
justice system, or property rights, or bank-
ing and credit-devastates economic and
political development. Corruption that
allows polluters to foul rivers or hospitals
to extort exorbitant or improPer  payments
from patients can be environmentally and
socially corrosive. In comparison, provid-
ing some speed money to get quicker
access to public services and engaging in
mild irregularities in campaign financing
are less damaging.

Of course, the extent of corruption also
matters. Most systems can stand some cor-
ruption, and it is possible that som~,truly
awful systems can be improved by tt. But
when corruption becomes the norm, its
effects are crippling. Such systematic cor-
ruption makes establishing and maintain-
ing internationally acceptable rules of the
game impossible, and is one of the princi-
pal reasons why the least developed parts
of our planet stay that way.

Corruption as a system
Consider two analytical points. First, cor-

ruption may be represented as folIowing  a
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formula: C = M + D -A. Corruption equals
monopoly pruS discretion  minus account-
ability.‘Whether  the activity is public, pri-
vate, or nonprofit, and whether it is carried
on in Ouagadougou or Washington, one
will tend to find corruption tihen an orga-.
nization or person has monopoly power
over a good or service, has the discretion to
decide who will receive it and how much
that person will get, and is not accountable.

Second, corruption is a crime of calcula-
tion, not passion. True, there are both
saints who resist all temptations and hon-
est officials who resist most. But when
bribes are large, the chances of being
caught small, and the penalties if caught
meager, many officials will succumb.

Combating corruption, therefore, begins
with designing better systems Monopolies
must ti reduced or carefully regulated.
official  discretion must be clarified.
Transparency must be enhanced. The prob-
ability of being caught, as well as the penal-
ties for corruption (for ,bth givers and
takers), must increase.

Each of these introduces a vast topic. But
notice that none immediately refers to what
most of us think of fust  when corruption
is mentioned-that is, new laws, more con-
trols, a change in mentality, or an ethical
revolution. Laws and controls prove insuf-
ficient when systems do not exist in which
to implement them. Moral awakenings
do occur, but seldom by the design
of our public leaders. If we cannot engi-
neer incorruptible officials and citizens,
we can nonetheless foster competition,
change incentives, and enhance account-
ability-in short, fix the systems that breed
corruption.

Anticorruption strategy
Fixing flawed systems is not easy.

Successful examples of doing so exist, how-
ever, and they contain several common
themes.

P u n i s h  s o m e  m a j o r  offendws
Successful strategies begin by “frying a
few big fBh.”  When tl@e is a culture of
engaging in corrupt acts with impunity, the
only way to begin breaking it up is for a
number of major corrupt figures to be con-
victed and punished. The government
should quickly identify a few major tax
evaders, a few big bribe givers, and a few
high-level government bribe takers Since a
campaign against corruption can too often
become a campaign against the opposition,
the first big fish to be fried should be from
the party in power.

Involve the people in diagnosing
corrupt systwns.  Successful campaigns

against corruption involve the people.  If
only they are consulted, citizens are fertile
sources of information about where corrup
tion is occurring. Ways of consulting them
include carrying out systematic client sur-
veys;  setting up citizens’ oversight bodies
for public agencies; involving professional
organizations; consulting with village and
borough councils; and using telephone hot
lines, call-in radio shows, and educaational
programs Business people and groups
shouId participate with the protection of
anonymity in studies of how corrupt sys-
tems of procurement, contracting, and the
like actually work. Such studies would
emphasiie systems and not individuals

Focus on prevention by repairing
corrupt systems Sur32ssful  anticXXrup
tion efforts fu corrupt  systems They use a
formula such as C = M + D - A to carry
out “vulnerability assessments” of public
and private institutions. Like the best
public health campaigns, they emphasize
prevention.

Of course, reducing corruption  is not al!
that one needs to care about. If, for exam-
ple, so much money were spent attacking
corruption and so much red tape and
bureaucracy were created that the costs
and losses in efficiency outweighed the ben-
efits of reduced corruption, such efforts
would be counterproductive. Ways in
which countries can design effective anti-
corruption strategies are the following:
chanF the “agents” carrying out public
activities, alter the incentives of these
agents and of citizens, collect information
in order to raise the probabilities of corrup-
tion being detected and punished, change
the relationship between agents and citi-
zens, and increase the social consequences
of corruption. In each case, one has to work
through the putative benefits, as well as the
many possible costs, of anticorruption
activities.

Reform incentives. In many coun-
tries, public sector wages are so low that
a family cannot survive on a typical offi-
cial’s salary. Moreover, measures of success
are often lacking in the public sector, so
that what officials earn is not linked with
what they produce. It should be no surprise
that corruption flourishes under such
conditions.

Fortunately, around the world, experi-
ments in both public and private sectors are
emphasizing perfqmance  measurement
and the overhauling of pay schemes.
Fighting corruption is only one part of a
broader effort that may be called institu-
fional  adjrcs&zent,  or the systematic recast-
ing of information and incentives in public



and private institutions (Klitgaard, 1995).
Institutional adjustment is the next big
item on the development agenda

Political will
What you say is fine,” it might be

argued, “but what if the people on top are
themselves corrupt? What if intemati0na1
business people and local  business cliques
have powedul  incentives to do the corrupt-
ing? If the people on top in the public and
private sectors are benefiting, will the
reforms you mentioned have a chance of
taking hold?”

Thi: worry is that corrupt officials on top
are monopolists unwilling to sacrifice their
rents, and international and local business
people are locked in a prisoners’
dilemma in which the dominant

appreciate and decry the costs of system-
atic corruption, but they may also recog-
nize the personal and party benefits of the
existing, corrupt system. To assist them in
moving toward a long-termstrategy, it is
necessary for several stepsto  be taken.

Fit, leaders must see that it is possible
to make systeniic  improvements without
committing political suicide. Sensitive con-
sulting and technical assistance may help
leaders learn from anticorruption  efforts
elsewhere, adopt a systematic approach,
and analyze conEdentially  the many cate
gories  of political benefits and costs

Second, in developing strategies, leaders
must recognize that not everything can be
done at once. They should undertake

But a more focused effort is needed: a sys-
tematic attack on systematic corruption.

Let us consider three international initia-
tives that could help galvanize the incipient
international movement against corruption.

Regional diagnostic studies
Ftcrpose:  Such studies would be designed

to encourage the taking of systematic
action by both the private and the public
sectors to reduce corruption in a region (for
example, Latin America or Francophone
AliiGi).

Basic idea: Each country would invite
the private sector to carry out confidential
diagnostic  surveys of three or four areas
prone to corruption, such as government

contracting, the courts. hospi-
tals, and revenue agencies

strategy is to bribe. A corrupt
equilibrium is reached, as a re-
sult of which rulers and top civil
servants and some private com-
panies gain, but society loses

What can be done in such a

‘Leaders must see that it is
possible to make systemic

improvements w&howt
committing political suicide.”

These surveys would a& busi-
ness people confidentially to
dignose how corrupt systems
might work in practice-that is,
where the holes, weaknesses,
and abuses in the current sys-

situation? The reflexive answer
is “nothing.” But consider the
analogous question, “Why would national
1eaders;who  are mindful of their self-inter-
est, ever undertake free-market reforms,
privatization, and related policies, all of
which sacrifice their personal control over
the economy?” Yet such reforms have
swept the world, as has the remarkable
“third wave” of democratic reforms.

Some governments do, of course, resist
establishing good governance. But in the
decade ahead, the crucial problem will not
be inducing governments to do something
about corruption but rather helping them
to decide what should be done and how.
Because of democratic reforms, new lead-
ers dedicated to fighting corruption and
improving public administration are attain-
ing power as never before. Election cam-
paigns from Nicaragua to Pakistan feature
corruption as a major issue. And not just in
developing countries, as public outcries
about electoral campaigns in Italy and
Spain, and negative publicity about cam-
paign contributions in the United States,
suggest Many new leaders would like to
improve customs and ‘tax agencies, clean
up campaign financing and elections,
reduce bribery and intimidation in legal
systems and the police, and, in general, cre-
ate systems of information and incentives
in the public sector that foster efficiency
and reduce corruption. Their problem is
not political will but know-how.

But it is also true that in many countries
leaders are of two minds. They may

terns might be. The idea is-to
analyze systems, rather than

identify particular individuals in either the
public or the private sector. The goal is not
to do academic research but to obtain a
quick assessment that can be used to for-
mulate an action plan Relevant informa-
tion obtained from a small sample of 40
business people could well be sufficient to
prepare a useful report When each coun-
try’s diagnostic study was complete, an
international conference would share the
results and analyze remedial measures,
including possible international coopera-
tion to combat corruption.

Political benefits: The fact that such a
study was international would make it
clear that corruption was not just a prob-
lem of country X, but an international prob-
lem needing international solutions. It
would also emphasize that corruption is
not just a problem of the government (or
the current administration) and that the pri-
vate sector is part of the problem and needs
to be part of the solution. Political leaders
would consequently be able to make the
issue much more attractive politically. They
could say that the diagnostic survey was
being done continent-wide-addressing,
for example, the international dimensions
of bribery as well as their countries’
particular difficulties And they could
point out that the survey was being carried
out by and encompassed both the private
sector, members of which are usually
complicit  where corruption exists, and the
public sector.

behind closed doors a kind of cost-benefit
analysis, assessing those forms of corrup
tion having the greatest economic costs (for
example, corruption that distorts policies
as opposed to determining who gets a spe-
cific contract) while considering where it
will be easiest to make a difference. The
anticorruption effort might begin where the
public perceives the problem to be most
acute. A good rule of thumb is that to be
credible, an anticorruption campaign must
achieve some tangible successes within
six months.

Third, leaders need political insulation.
International collaboration can help pro-
vide it, permitting counties to admit to a
common problem (“corruption is not just
our problem, or my party’s, or my adminis-
tration’s”) and move together to address it.
Indeed, international conditionality that
applies across many countries might help a
national leader justify anticorruption mea-
sures that might otherwise be embarrass-
ing or diicult to make credible.

International initiatives
International cooperation can help en-

gender both the will to fight corruption and
the capability to do so. Despite the obvious
sensitivity of devising and implementing
strategies to combat systematic corruption,
international organizations can-and, in-
deed, already do-help by providing aid to
support democratic reforms, more competi-
tive economies, and improved governance.
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An anticorruption contest
firpose:  Holding a contest to choose the

best national anticorruption programs
would help to communicate the idea that a
country can have an effective strategy
against corruption Such an international
contest could capture the imagination of
people around the world

BUS?  idea:  Special international aid
should be allocated-by international orga-
nizations  and biiteral aid agencies-to
countries willing to undertake reforms to
address systematic corruption. Suppose
International cooperation creates a pro-
gram that promises seven years of special
and significant support to the three devel-
oping countries that proposed the best
national strategies against corruption. To
help kindle interest in this contest, donors
could fund international and local work-
shops Then crcsscountry  studies involv-
ing both the private sector and the
government might focus on key areas such
as revenue raising, procurement and public
works, and the justice system. (This idea
obviously dovetails with the proposed
regional studies) The focus would be on
the vulnerability of systems to corruption,
rather than on particular individuals.
Participating countries would share the
results of these studies, and national and
international measures would then be
designed to remedy structural defects At
this stage, interested countries would pre-
pare their national anticorruption strate-
gies The three best strategies--perhaps
one each from Africa, Asia, and Latin
America-would be supported by special
funds. Other country strategies or compo-
nents thereof might well be supported by
other aid providers-and, of course, by the
participating countries themselves,

Polirica advantages: The existence of a
competition would create incentives for
countries to show they are serious about
corruption, and in preparing for the compe-
tition they would be assisted in learning
(including from each other) what a strategy
against corruption might contain. The
measures to be included in an anticerrup-
tion strategy would depend on the country
context, but they would often include:

l administrative reforms that designated
an anticorruption focal point and sim-
ultaneously facilitated interagency coordi-
nation;

l mechanisms to enhance accountability,
especially by involving business and
citizens;

l measures designed to enhance capabili-
ties in investigation and prosecution, and to
improve the effectiveness of the courts;
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l experiments with reforms of incentives
in the public sector; and

l legal reforms designed to prevent irreg
ularities in campaign financing and illicit
enrichment, and to modify regulatory and
administrative law to provide fewer oppor-
tunities for corruption.

Such an initiative could also be heIpful  to
intenrational  organizations by showing
that they were taking corruption seriously.
It would give them a chance to fit various
development initiatives, including civil ser.
vice reform and institutional development,
into a new and dynamic framework with
high political salience.

“ T o o l k i t s ”
&pose: There is a clear need to accu-

mulate and disseminate best practices in
reducing corruption, by function, sector,
level of government, and other relevant
categories.

Basic  i&a: International cooperation
could help to assemble and disseminate
examples of best practice, as well as frame-
Works for policy analysis-a combination
that might be called “toolkits” for fighting
corruption. Possible areas in which these
might be developed are revenue raising,
including tax and customs agencies; the
justice system; health care (from hospitals
to the importation and distribution of phar-
maceuticals); and government procurement,
licensing, and contracting. Another possi-
bility is an area where many industrial
countries could make considerable improve-
ments: the interfaces between money and
politics, including political contributions,
and party and campaign financing.

Tasks: In each area chosen, international
organizations would create toolkits contain-
ing the following

l Analytical frameworks for diagnosing
and dealing with corruption. These would
comprise not only generic frameworks but
also specific ones for tax administration,
customs administration, police, prosecu-
tion, judges, procurement, and contracting.

l Case studies of best practices and suc-
‘cesses  in reducing corruption, at different
levels of government and in different sec-
tors and domains

l Participatory pedagogies-a variety of
devices to enable citizens, businesses, non-
governmental organizations, the media,
and government employees to learn, and
teach each other, about corrupt systems
and what to do about them.

Conclusion
When corruption becomes systematic,

fighting it must go beyond implementing

liberal economic policies, enacting better
laws, reducing the number and complexity
of regulations, and providing more training,
helpful though these steps may be.
Fighting systematic corruption requires
administering a shock to disturb a corrupt
equilibrium. It might include such steps  as
the following

. formation of a national coordinating
body that is responsible for devising and
following up on a strategy against corrup-
tion, along with a citizens’ oversight board;

l identification of a few key agencies or
areas on which the anticorruption effort
might focus its efforts in the first year, in
the hope of achieving some momentum-
building successes;

9 a capacity-building strategy within
key ministries that takes the problems of
incentives (including incentive reforms)
and information seriously: and

l identification of a few major offenders
whose cases will be prosecuted.

Combating corruption should focus on
the reform of systems It requires an
economic approach, coupled with great
political sensitivity. The design and imple-
mentation of the measures this article has
been discussing must obviously be tailored
to each country’s conditions, but, at the
same time, international cooperation can
make a difference. Sometimes this may
mean providing specialized technical assis-
tance-for example, by organizing high-
level anticorruption workshops or strategic
consulting, or hiring international investi-
gators to track down ill-gotten deposits
overseas. International cooperation can
help national leaders develop political
resolve. Finally, international action can
convey the useful truth that we are all
involved in the problem of corruption-and
that we must find solutions together. @El
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1995, “Insti?utionaIAdjustnwnt  and
Adz&  to Institutions,” World Bank
Discussion Paper No. 303 (Washington).

Robert Klitgaard, Ronald Ma&an-Abaroa,
and H. Lindsey Pamis, forthcoming, Corrupt
Cities
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Corruption’bnd Development
CHERYL W. GRAY AND DANIEL KAUFMANN

What are the principal causes
and costs of corruption?
This article examines these
questions and suggests
specific ways to enhance
anticomcption  efforts in
developing and transition
economies.

C ERTAIN CLAIMS about corrup-
tion in developing countries are
often heard bni and corruption
can have positive effects; corrup-

tion is endemic everywhere;  the cc&s  of
addressing corruption are prohibitively
high; and the few resources that exist
should be spent on enforcement measures,
such as high-profile government watchdog
agencies But, in fact, there is increasing
evidence that the econom??~iriI
tion’ are enormouq  1evel.s  5fZ%Kiptioxivary tidelrti6*a&~  -&&ti.--;

c+rol@gc o r r u p t i o n  -& ,fe&&q-@
strategies to adps?j..ifiore  aBtiKoK

7
corruption need toiti.root’~..d

thus to the roles of incentives, prevention
and specific economic and institutio@.
RfOIlllS.

The past few years have seen growing
public recognition and discussion of the
problem of corruption, including in ad-
dresses to the World Bank-R@ Annual
Meetings by World Bank President James
Wolfensohn and IMF Managing Director
Michel  Camdessus, lengthy discussions in
the 1596 and 1997 editions of the World
Development  Report, internal task forces on
corruption in the World Bank and the IMF
(which have submitted reports to their
respective Executive Boards and to the joint
Development Committee), the increasing
influence of the nongovernmental organiza-
tion (NGO) Transparency International, the
Organiition for Economic Cooperation
and Development’s (OECD) recent land-
mark resolution to aiminalii bribery
abroad, and a rapidly growing body of thee
retical  and empirical literature on corrup
tion and its economic impact Equally
tellmg is the willingness of many public
officials in emerging economies to discuss
openly the challenges of corruption in their
countries In a recent survey of more than
150 high-r&king public officials and key
rpxbers  of civil society from more than 60
developing countries, the respondents
ranked public sector corruption as the most
severe impediment to development and
growth in their countries

Corruption’s many faces
A general definition of corruption is the

use of public office for private gain. This
includes bribery and extortion, which nec-
essarily involve at least two parties, and
other types of malfeasance that a public
official can carry out alone, including fraud
and embezzlement. Appropriation of public
assets for private use and embezzlement
of public funds by politicians and high-
level officials (associated with “grand”
corruption in various countries,  some of
which are beset by kleptou-acies)  have such
clear and direct adverse impacts on a coun-
try’s economic development that their costs
do not warrant sophisticated discussion.
The analysis of bribery of public officials
by private parties-and, in particular, its
impact on private sector development-is,
however, more complex. In unbundling
bribery, it is useful to consider what private
parties can “purchase” from a politician or
bureaucrat:

l Government  contracts: Bribes can in-
fluence the choice of private parties to
supply public goods and services and the
exact terms of those supply contracts It
can also affect the terms of recontracting
during project implementation

l Gnxrnment  benefits: Bribes can influ-
ence the allocation of monetary benefits
(tax evasion, subsidies, pensions, or unem-
ployment insurance) or in-kind benefits
(access to privile& schools, medical care,
housing and real estate, or ownership
stakes in enterprises being privatised).

Cheryl W. Gray, Daniel Kaufmann,
a US natkmal,  is Interim Dimtw,  Ablic Sects,  in the Wmld  Bank’s
Poverty  Reducthn  and EcOnOmic Managmt  Netumtk
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Chart 1
Where corruption is perceived to be high, firms’ managers

spend more time with government bureaucrats

l Acblic revenues: Bribes can be used to
reduce the amount of taxes or other fees col-
lected by government from private parties

l Time savings and regulatory avoid-
ance: Bribes can speed up the government’s
granting of permission6 to carry out legal
activities

l I?lfie?tcing outcomes of the legal a?uf
regdatwy  process: Bribes can alter out-
comes of the legal and regulatory process,
by inducing the government either io fail to
stop illegal activities (such as drug dealing
or pollution) or to unduly favor one party
over another in court cases or other legal
proceedings

The incidence of corruption varies
enormously among different societies, rang-
ing from rare to widespread to systemic. If
it is rare, it may be relatively easy to detect,
punish, and isolate. Once it becomes sys-
temic, however, the likelihood of detection
and punishment decreases, and incentives
are created for corruption to increase fur-
ther. This pattern of an initially rising, but
then falling, cost of engaging in corrupt
acts can lead to multiple equilibriums: one
holding in a society relatively free of cor-
ruption, the other holding in a society
where corruption is endemic. Moving from
the latter toward the former is likely  to be
harder than controlling corruption when it
has become prevalent but not yet systemic.
Where there is systemic cormptio~ the
institutions, rules, and tiorms of behavior
have already been adapted to a corrupt
modus operandi, with bureaucrats and
other agents often following the predatory
examples of, or even taking instructions
from their principals in the political arena.

Economic costs of corruption
The body of theoretical and empirical

research  that objectively addresses the
economic impact of corruption has grown
significantly in recent years. It leads, in
general, to the following conclusions:

*Bribery is widespread, but there are
significant variations aapss and within
regions. For example, survey responses
suggest that Botswana and Chile have less
bribery than many fully indus&ialiied
coulltries.

.Brii raises vction costs and
uncerlain~inanmnomy.

*Bribery usually leads to i&icient
economic outcomes It impedes long-term
foreign and domestic investment, mi&o-
cates  talent to rent-seeking activities, and
distorts sectoral  priorities and technology
choices (by, for example, creating incentives
to contract for large defense projects rather
than rural health clinics specialii in

-.-
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preventive care). It pushes firms under-
ground (outside the formal sector), under-
cuta the state’s ability to raise revenues, and
leads to ever-higher tax rates being levied
on fewer and fewer taxpayers. This, in turn,
reduces the state’s ability to provide essen-
tial public g-oods,  including the rule of law.
A vicious cixle  of increasing corruption
and underground economic activity can
result

l Bribery is unfair. It impo& a regres-
sive tax that falls particularly heavily on
trade and service activities undertaken by
small entfxprises.

l Corruption undermines the state’s
legitimacy.

Some observers  have argued that brii
can have positive effects, under certain cir-
cumstances, by giving firms and individu-
a6 a means of avoiding burdensome
regulations and ineffective legal systems.
But this argument ignores the enormous
disc&ion that many politicians and
bureaucrats have (particularly in corrupt
societies) over the creation and interpreta-
tion of counterproductive regulations
Instead of corruption beii the “grease”
that lubricates the “squeaky wheels” of a
rigid administration, it fuels the growth of
excessive and disa-&onary regulations
The argument that bribery can enhance 4%
ciency by cutting down on the time needed
to process permits is also questionable. The

I

possibility of bribery may be what causes
the process to slow down in the first place.

Available empirical evidence refutes the
grease and %peed money” arguments by
showing a positive relationship between the
extent of brii and the amount of time
that enterprise managers spend with public
off%& Responses from mori: than 3,000
firms in 59 countries surveyed in the World
Economic Forum’s Global Competitiveness
Survey for 1997 indicate that en-rises
reporting a greater incidence of bribery also
tend-even after taking firm and country
characteristics  into account-to spend a
greater share of management time with
bureaucrats and public officials negotiating
licenses,  permits, signatures, and taxes
(Chart 1). And the evidence also suggests
thattbecostofcapitalforfirmstendstobe
higher where bribery is more prevalent
Further, there is no empirical evidence that
“East Asii is different:  as some people
argueddurixigitsyearsofhighg-mwtlxthe
same relationship  between bni and
additional management time spent with
officials applies there as elsewhere4

In any society, there should also be a core
of laws and regulations that serve produc-
tive social objectives, such as building
codes, enviromnental controls, and pruden-
tial banking sector regulations The grease
argument is particularly troublesome in
thii context, since bribes can override such
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regulations and cause serious social harm,
such as illegal logging of tropical rain
forests or failure to observe building codes
designed to ensure public safety. Bribers
can also purchase monopoly rights to
markets-as, for example, in the energy
sectors in some formerly communist coun.
tries, where unprecedented amounts of
grease payments buttress gigantic monop-
olistic structures Filly, the- obscure
insider lending practices and improper
financial schemes inherent in poorly super-
vised financial systems have contributed to
macroeconomic crises in Albania, Bulgaria,
and-very recently-in some countries in
East Asia.

Corruption’s complex causes
Corruption is widespread in developing

and transition countries, not because their
people are different from people elsewhere
but because conditions are ripe for it. The
motivation to earn income is extremely
strong, exacerbated by poverty and by low
and declining civil service salaries
Furthermore, risks of all kinds  (such as ill-
ness, accidents, and unemployment) are
high in developing countries, and people
generally lack the many risk-spreading
mechanisms (including insurance and a
welldeveloped labor market) available in
wealthier coun&s.

Not only is motivation strong. but oppor-
tunities to engage in corruption are numer-
ous Monopoly rents can be very large in
highly regulated economies, and, as noted
previously, corruption breeds demand for
more regulatior~  Further, in transition
economies, economic rents are particularly
large because of the amount of formerly
stamwned property that is essentially up
for grabs The discretion of many public
officials is also broad in developing and
transition countries, and this systemic
weakness is exacerbated by poorly defined,
ever-changing, and poorly disseminated
rules and regulations

Accountability is typically weak. PolhicaI
competition and civil liberties are often
restricted. Laws and principles of ethics in
gmemment are poorly developed, if they
exist at all, and the legal institutions
charged with enfoiling  them are ill-
prepared for this complex job The watch-
dog institutions that provide information  on
which detection and enforcement is
bad-such as investigator  accountants,
and the press-am also weak. Yet strong
investigative powers are critic& because
the two parties to a bribe often both benefit,
bribery can be extremely difficult to detect
Even if detection is possible, punishments

are apt to be mild when corruption is
systemic-it is hard to punish one person
severely when so many others (often includ-
ing the “enforcers”) are likely to be equally
guilty And the threat of losing one’s govern-
ment job has only a limited deterrent effect
when offGal  pay is low.

Filly, certain country-specific factors,
such as population size and natural
resource wealth, also appear to be posi-
tively linked with the prevalence of bribery

Creating political win
Understanding what makes powerful

politicians do what they do, and which
interests they represent, is of paramount
importance in addressing the corruption
problem. Finding pockets of political sup-
port is crucial; even in countries where
corruption is endemic, there are likely to be
some reform-minded decision makers
whose constituencies will support, reform
to further the country’s broader interests.
And particular windows of opportunity
may open up when there is a change in
regime or in individual leadership, or
when there is a crisis When such special
opportunities are absent  though the neces-
sary political will may still be

for example, have shifted reasonably
quickly from being very corrupt to being
relatively clean. Botswana has been a
model of propriety for decades Chile has
performed well for many years, and Poland
and Uganda have recently made some
progress toward controlling corruption.

What are the most common features
of these successes? Anticorruption watch-
dog bodies, such as the Independent Com-
mission Against Corruption in Hong Kong
and smaller corruption-fighting institu-
tiohs in Botswana, Chile, Malaysia, and
Singapore, are often credited with much of
the progress In contrast, the broader
economic and institutional reforms that
have taken place simultaneously have not
received sufficient credit. The government
that came to power in Uganda in 1986
implemented a strategy encompassing
economic reforms and deregulation, civil
service reform, a strengthened auditor
general’s office, the appointment of a
reputable inspector general empowered to
investigate and prosecute corruption, and
implementation of a public information
campaign against corruption. Botswana is
an example of a country with sound

generated-albeit more slowly-
by efforts to enhan= public “corruption and lack of
awareness and mobilize  con-
stituencies  of civil scciety  to sup-

economic and public sector
port anticorruption efforts reform go hand in hand,

Constructive messure and with causality running in
assistance from abroad is cer-
tainly not decisive, but it can
help. International organizations

both directio&’

and donor groups can help to focus coun-
tries’ attention on corruption and support
reformists in government and civil society
more generally. Furthermore, the post-cold
war move to a more integrated world econ-
omy has opened many countries up to
gR%ltIX illtfTtl&iOMl SCdi.U)‘. b.lXltli~

compete for both foreign direct investment
(FBI)  and international portfolio invest-
ment and foreign investors value stability,
predictabiity,  and honesty in government
Evidence is emerging that corruption
imposes a significant 7ax” on FBI in all
regions  of the world, including East A&.

economic and public sector management
policies that, once instituted, led to honest
govemance  early on; its success has
not been principally derived from the
more recent advent of its anticorruption
department

Tacklii corruption
Even if they acknowledge many of the

costs of corruption, skeptics question
whether fighting it is worth the bother. The
“fatalist” camp often points out the dearth
of successes in anticorruption  drives and
remarks that it took more than a century
for England to bring corruption under con-
trol. But Hong Kong SAR and Singapore,

Surveys of public officials and members -
of civil society in emerging economies may
provide a useful perspective here as well:
most respondents did not thii highly of
anticorruption watchdog bodies, rating
their effectuality the lowest on a list of pos-
sible anticorruption measures (Chart 2).
To be credible, they felt, such watchdog
bodiesneededtobecreatedinapolitical
envinmment characterized  by honest lead-
ership, insulation of civil servants from
political interference, and revamped incen-
tives  that discouraged corruption other-
wise, such bodies could easily be rendered
useless or, worse, misused for political
gain. The respondents emphasized  the
importance of economic liberalization and
budgetary, tax, and regulatory reforms,
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Chart2

What to do about corruption:
Shares of respondents rating various domestic solutionS

Reform lower Accehrdte  Further R e f o r m  tncwe Fupher Raise
domestic military  tnfhtton  privatizatic4  demccratii  tas

anticorNption  PmMemcnv
budgel  deregutate.’  pubi  sp;:&  eum?eby

lnsdtuplons  nginle  transpuency  liberalize for public leadership
at&jog  espendiiuns -0my salaries  corruption

Source: Oantet  Kautmann.  1997.  ‘Corruption: The Facts,’ Foreign  Wcy,  No. 107 (Summer). pp. 114-31.
1 Civil  society respondents plus pubtic  officials.
a Private entrepreneurs, NGO stalt  members, and partiamentartans.

soundly rejecting the notion that such
reforms fuel corruption.

In fact, survey respondents support the
notion that corruption and lack of economic
and public sector reform go hand in hand,
with causality running in both directions.
They thought their countries should have
made more progress in implementing broad
reforms and indicated that corruption.and
vested financial interests were key reasons
for their slow progress Respondents also
brought up the challenges posed by inter-
national’responsibility for part of the car-
ruption experienced by many countries.
While emphasizing first and foremost the
domestic causes of corruption, many also
indicated that bribery by foreign firms
played a significant role. They thought that
OECD member states should enforce anti-
bribery legislation abroad and that interna-
tional institutions should make curbing
corruption a priority when providii assis-
tance to their member counties

In sum, corruption is a symptom of
fundamental economic, political, and insti-
tutional causes. Addressing corruption
effectively means tackling these underlying
causes The major emphasis must be put on
preventiowthat  is, on reforming economic
policies, institutions, and incentives, Efforts
to improve enforcement of anticorruption
legislation using the police, ethics offices,
or special watchdo  agencies within gov-
ernment will not bear fruit otherwise.

The following are only some of the major
economic policy changes that will unam-
biguously reduce opportunities for corrup-
tiorx  lowering tariffs and other barriers to
international trade unifying market-
determined exchange rates and interest
rates; eliminating enterprise subsidies;
minimizing regulations, licensing require-
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ments, and other barriers to entry for new
firms and investors; demonopolizing and
privatizing government assets; and trans-
parently enforcing prudential banking reg-
ulations and auditing and accounting
standards. The reform of government insti-
tutions may include civil service reform;
improved budgeting, financial manage-
ment, and tax administration; and strength-
ened legal and judicial systems. Such
reforms should involve changing govern-
ment structures and procedures, placing
greater focus on internal competition and
incentives in the public sector, and
strengthening internal and external checks
and balances. As a complement to these
broader reforms, the careful and transpar-
ent implementation of enforcement mea-
sures, such as prosecuting some prominent
corrupt figures, can also have an impact.

A comprehensive list of all possible anti-
corruption measures might include many
not mentioned above. Emphasii should be
placed on selecting the key measures to be
implemented,  in lime with a count& imple-
mentation capabilities, during the first and
subsequent stages of an anticorruption
campaign. The entrenched nature of
systemic corruption requires boldness in
implementation-increment&m is un-
likely to work Since windows of opportu-
nity to take action against corruption have
recently  opened up in many countriesI
reformers will want to move quickly
beyOna  the general first principles usually
listed in the literature on corruption and
instead demand practical, country-specific
advice. After careful country assessments
are prepared, specific policy and institu-
tiord advice will need to be provided. For
instance, technocratic lessons are beginning
to emerge as to how different privatization

methodologies may contain greater or
lesser opportunities for corruption, how
the strengthening of banking regulations
needs to reflect the particular lessons the
country has learned about dealing with
perverse political influences, and how
specific innovations in procurement and
bidding methods can reduce opportuni-
ties for corruption.

Finally-and perhaps of fundamen-
tal importance for the next stage of
both research on, and action against,

*corruption-practitioners need to search
for the information gathering and dis-
semination methods that can have the
quickest and most direct impacts. The
Bangalore  (India) NC0 scorecard
method, whereby users rated local ser-
vice-providing agencies, has already
resulted in firings of offkzials,  improved

service delivery, and a decreased incidence
of bribery. Gathering data and publicizing
the vastly different costs of publicly pro-
vided school lunches in various localities
within a country have brought about gov-
ernment reforms not only there but also in
other localities. The existence of a free
press is of paramount importance. Both the
introduction and the continuance of restric-
tive libel laws protecting politicians and
public officials must be opposed to safe-
guard citizens’ freedoms of expression and
information. Indeed, however difficult and
imperfect gathering data and disseminat-
ing information about corruption are,
and will continue to be, the importance of
these activities cannot be overstated.
Secretiveness has helped elites and politi-
cians keep corrupt practices under wraps
in many counties. Careful analysis, presen-
tation, and dissemination of data can be
very effective in raising general awareness,
creating momentum for reforms, and fur-
thering our limited understanding of what
does and does not work in efforts to control
IXMruption.  @Dl
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Corruption: Causes, Conseque’nces,  and
Agenda for Further Research

What do we know about
corruption, how do we know
it, and what steps do we need
to take to improve our und&=
standing of corruption
and enhance governments’
effectiveness in corn bating it?

0

VER THE LAST few years, the
issue of corruption-the abuse of
public office for private gain-has
attracted renewed interest, both

among academics and policymakers. There
are a number of reasons why this topic has
come under fresh scrutiny. Corruption scan-
dals have toppled  governments in both
major industrial countries and developing
countries. In the transition countries, the
shift from command economies to free mar-
ket economies has created massive opportu-
nities for the appropriation of rents (that is,
excessive profits) and has often been a-m-
panied by a change from a well+agan&d
system of cormption  to a more chaotic and
deleterious one. With the end of the cold
war, donor countries have placed less
emphasii dn polit&l  consideratiotis  in
allocating foreign aid among developing
counties and have paid more attention to
cases in which aid funds have been misused
and have not reached the poor. And slow
economic growth has persisted in many
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countries with malfunctioning institutions.
This renewed interest has led to a new
flurry of empirical research on the causes
and consequences of corruption.

Economists know quite a bit about the
causes and consequences of corruption. An
important body of knowledge was acquired
through theoretical research done in the
1970s by Jagdish  Bhagwati, Anne Krueger,
and Susan Rose-Ackerman, among others
(Mauro, 1996). A key principle is that
corruption can occur where rents exist-
typically, as a result of government
regulation-and public offZals  have discre-
tion in allocating them. The classic example
of a government restriction resulting in
rents and rent-seeking behavior is that of
an’import quota and the associated licenses
that civil servants give to those entre-
preneurs willing to pay bribes

More recently, researchers have begun to
test some of these long-established theoreti-
cal hypotheses using new cross-country
data. Indices produced by private rating
agencies grade couniries  on their levels of
corruption, typically using the replies to
standard&d  questionnaires by consultants
living in thase countries The replies are
subjective, but the correlation between
indices produced by different rating agen-
cies is very high, suggesting that most
obsmers  more or less agree on how cor-
rupt countries seem to be. The high prices
paid to the rating agencies by their cus-
tomers (usually multinational companies
and international banks) constitute indirect
evidence that  the information is valuable.

These indices are obviously imperfect
owing to their subjective nature, but can
yield useful insights.

Causes of corruption
Since the ultimate source of rent-seeking

behavior is the av&&Qy  of rents, corrup-
tion is likely to occur where restrictions and
government intervention lead to the pres-
ence of such excessive profits. Examples
include trade restrictions (such as tariffs
and import quotas), favor& industrial
policies (such as subsidies and tax deduc-
tions), price controls, multiple exchange rate
practices and foreign exchange allocation
schemes, and government-con~olled  provi-
sion of credit. Some rents may arise in the
absence of government intervention, as in
the case of natural resources, such as oil,
whose supply is limited  by nature and
whose extraction cost is far lower than its
market price. Since abnormal profits are
available to those who extract oil, officials
who allmte extraction rights are likely to
be offered bribes Filly, one would expect
that corruption is more likely to take place
when civil servants are paid very low wages
and often must resort to collecting bribes in
order to feed their families.

While all of the hypotheses described
above are empirically testable, in the sense
that data are available for that  purpose,
only a few have actually been tested.  What
empirical studies have been done support
certain hypotheses: namely, that there is
less corruption where there are fewer trade
restriction where governments do not
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engage in favoritist industrial policies;
and perhaps where natural resources are
more abundant; and that there is somewhat
less corruption where civil servants are
paid better, compared with similarly quali-
fied workers in @e private sector (Van
Rijckeghem and Weder,  1997).

Consequences of corruption
From economic theory one would expect

corruption to reduce economic-growth by
lowering incentives to invest (for both
domestic and foreign entmpreneurs). In
cases where entrepreneurs are asked for
bribes before enterprises can be started, or
corrupt officials  later request shares in the
proceeds of their investments, corruption
acts as a tax, though one of a particularly
pernicious nature, given the need for
secrecy and the uncertainty as to whether
bribe takers will live up to their part of the
bargain Corruption could also be expected
to reduce growth by lowering the quality of
public infrastructure and services, decreas-
ing tax revenue, causing talented people to
engage in rent-seeking rather than produc-
tive activities, and distorting the composi-
tion of government expenditure (discussed
below). At the same time, there are some
theoretical counter-arguments. For example,
it has been suggested that government
employees who are allowed to exact bribes
might work harder and that corruption
might help entrepreneurs get around
bureaucratic impediients

One specific channel through which cor-
ruption may harm economic performance is
by distorting the composition of govem-
ment expenditure. Corrupt politicians may
be expected to spend more public resources
on those items on which it is easier to exact
large bribes and keep them secret-for
example, items produced in markets where
the degree of competition is low and items
whose value is difficult to monitor. Corrupt
politicians might therefore be more inclined
to spend on fighter aircraft and large-scale
investment projects than on textbooks and
teachers’ salaria even though the latter
may promote economic growth  to a greater
extent than the former.

EmpiricaI evidence based on cross-
country comparispns  does indeed suggest
that corruption has kuge, adverse effects on
private investment and economic growth
Regression analysis shows that a country
that improves its standing on the corruption
index from, say, 6 to 8 (0 beii the most cor-
rupt 10 the least) wiIl experience a 4 per-
centage point increase in its investment rate
and a 0.5 percentage point increase
in its annual per capita GDP growth rate
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(Mauro,  1996). These large effects suggest
that policies to curb corruption could
have significant payoffs. The association
between corruption and low economic
growth remains broadly unchanged when
estimated for a group of countries with
extensive red tape. Therefore, there is no
support for the &ii that corruption might
be beneficial in the presence of a slow
bureaucracy The most important channel
through which corruption reduces economic
growth is by lowering private investment,
which accounts for at least one-third of cor-
ruption’s over$l negative effects At the
same time, the remaining two-thirds  of the
overall negative effects of corruption on eco-
nomic growth must be felt through other
channels, including those mentioned above.
While it is difficult to disentangle those
other channels, there is some evidence that
one of them-the distortion of government
expenditure-plays a significant role.

Based on crosscountry comparisons, it
seems that corruption alters the composi-
tion of government expenditure: specifi-
cally, corrupt governments spend less on
education and perhaps health, and proba-
bly more on public investment. Regression
analysis shows that a country that im-
proves its standing on the corruption index
from 6 to 8 will typically raise its spending
on education by tt, of 1 percent of GDP, a
considerable impact. Thii result is a matter
for concern, because there is increasing
evidence that educational attainment fos-
ters economic growth

Of course, empirical results related to a
phenomenon tbat is, by its very nature, dif-
ficult to measure must be treated with a
hiih degree of caution Two issues that
merit special attention in this context are
those of causality and the possible role of
other forms of institutional in&c&y.

Why do countries judged to be corrupt
experience slow economic growth? Is it that
corruption harms growth or simply that
low growth leads consultants to give bad
corruption grades to a country? To deal
with thii issue, one can take variables (such
as a country’s colonial history or the extent
to which its population is divided along
ethnolmguistic  lines) that happen to be
correlated with corruption but have no
effect  on economic growth or government
spending  other  than through  their impact
on the efficiency  of institutions, and use
them as instrumental variables in the
regression analysis Through this statisti-
cal trick, it is possible to get around prob
lems relating to the subjectivity of the
corruption indices, and it can be shown
that corruption-together with other f0rmS

of institutional inefftciency--causes  low
economic growth.

Corruption is most prevalent where there
are other forms of institutional inefficiency,
such as political instability, bureaucratic red
tape, and weak legislative and judicial sys-
tems This raises the question of whether it
can be established that corruption, rather
than other factors correlated with it, is the
cause of low economic growth. Regression
analysis provides some evidence that if one
controls for other forms of institutional inef-
ficiency, such as political instability, corrup-
tion can still be shown to reduce growth.
Nevertheless, it is hard to show conclusively
that the cause of the problem is corruption
alone, rather than the institutional weak-
nesses that are closely associated with it.
The truth is that probably all of these weak-
nesses are intrinsically linked, in the sense
that they feed upon each other (for example,
red tape makes corruption possible, and
corrupt bureaucrats may increase the
extent of red tape so they can extract addi-
tional bribes) and that getting rid of corrup-
tion helps a country overcome other
institutional weaknesses, just as reducing
other institutional weaknesses helps it curb
corruption.

Agenda for further research
While there is a well-establiihed body of

theoretical knowledge, as well as some ten-
tative redts on the causes and conse-
quences of corruption, several more
questions need to be answered to enable
governments to design ‘effective policies
aimed at curbing corruption.

If the costs of corruption are so
high, why don’t governments get rid
of W A possible answer is that once a cor-
rupt system is in place, and a majority of
people operate within that system, individu-
als have no incentive to try to change it or to
reframfromtakingpartinit,evenifevery-
body would be better off if corruption were
‘to be eliminated. Consider the following
examples:

l You live in a society where everybody
steals Do you choose to steal? The pmbabil-
ity that you will be caught is IOW,  because

the police are very busy chasing other
thieves,  and, even if you do get caught, the
chancesofyourbeingpunishedseverelyfor
a crime‘ that is so common are low
Therefore,  you too steal.  By contrast, if YOU
live in a society where theft is rare, the
chances of your being caught and punished
are high so you choose not to steal.

l You are a new junior civil servant in an
administration where everybody, including
your superiors, is very corrupt. Somebody



offers you a bribe to help him avoid paying
taxes You decline the offer. A few hours
later, you receive a telephone call from your
boss, who would have liked a cut of your
bribe. Your boss suggests that if you treat a
friend nicely (by accepting the bribe), you
may be promoted while if you don’t, you
will be transferred to a remote provincial
office. You then take the bribe and share it
with your boss and colleagues, If, instead,
the administration in which you work is
very honest, you are likely  to behave hon-
estly to avoid the risk of being fired.

All of the above examples show that once
corruption has become ingrained, it is very
difficult to get rid of. As a result, corruption
tends to persist, together with its adverse
consequences This leads to an important
policy conclusion, which is consistent with
international experience over the past few
decades Attempts to eliminate corruption
tend to succeed when reforms are under-
taken in a very sudden and forceful manner
and are supported at the highest levels of
government. However, an equally relevant
question is what characteristics make coun-
tries more likelypto  fall into a high-corrup-
tion, low-growth trap.

desired favor will be obtained) Therefore,
we still do not know which kinds of corrup
tion are more deleterious and should be
tackled first Country-specific studies and
anecdotal evidence suggest that high-level
and low-level corruption tend to coexist and
reinforce each other. Thus, this distinction
may not be relevant. On the other hand, the
distinction between well-organized corrup-
tion and chaotic corruption may be more
relevant, since a fairly convincing theoreti-
cal case can be made that the latter has
wmse effects than the former.

Under a well-organized system of cor-
ruption, entrepreneurs know whom they
need to bribe and how much to offer them,
and are confident that they will obtain the
necessary permits for their fums. It has
also been argued that well-organized cor-

ruption is less harmful because,
under such a system, a corrupt
bureaucrat will take a clearly
defined share of a fnm’s  profits,
which gives him an interest in the
success of the firm. In contrast,
under chaotic corruption, entre-
preneurs may need to bribe several

“Corruption azzdpolitical
instability may be two sides

l Individuals A and B are members of
the same government. Suppose, on the one
hand, that  A is very corrupt and has estab-
lished a private bribe-collection system
for her own gain. The need to pay substan-
tial bribes reduces entrepreneurs’ incen-
tives to invest and imposes a
significant burden on economic
growth. Citizens realize that eco-
nomic growth is being harmed by
the corrupt government, though
they may not know exactly who is
soliciting bribes. Therefore, they
decide not to reelect the govern-
ment. This shortens B’s horizon, making
him more inclined to extract a large propor-
tion of current output and to disregard any
ensuing adverse effects on future output. In
other words, B will seek to obtain a large
slice of the cake today since he knows that
the government that he participates in will
soon be ousted. On the other hand, follow-
ing a similar line of reasoning, if A does not
collect bribes, then B will also refrain from
doing so.

Corruption breeds poverty, but
does poverty breed corruption.7 One
striking empirical finding is that poorer
countries are usually considered to be more

of the same coimn

corrupt, This result must be treated with
caution, since it may well be driven by the
observers’ perceptions However, if one
assumes for a moment that this finding
reflects a genuine correlation, it may be
useful to explore its sources We have seen
that there is evidence that corruption lowers
economic growth, thereby breeding poverty
over time. At the same time, poverty itself
might cause corruption, perhaps because
poor countries cannot devote sufficient
resources to setting up and enforcing an
effective  legal framework, or because people
in need are mote likely to abandon their
moral principles Researchers have begun to
analyze the link between civil servants’
wages and the extent of corruption. It has
been suggested that reasonable wages are a
nv condition for avoiding corrup
tion,  though not a sufficient one.

officials, with no guarantee either that they
will not face further demands for bribes or
that the permits they seek will actually be
delivered. In addition, if multiple agents
request bribes from the same entrepreneur
without coordinating bribe levels among
themselves, they are likely  to make exces-
sive demands, with the result that entre-
preneurial activity comes to a halt. While
chaotic corruption seems a priori to be
more deleterious than well-organized cor-
ruption, there is currently little empirical
data available to test thii hypothesis.

The last example may provide an expla-
nation not only for the persistence of
corruption but also for the empirical obser.
vation  that, on average, countries that are
more corrupt tend to be more politically
unstable. It also suggests that both corrup-
tion and political instability  may result
from the failure of members of the same
government or ruling elite to coordinate
their actions In that sense, corruption and
political instability may be two sides of the
same coin. This example may fit the cases
of countries that are bedeviled by &equent
coups whereby corrupt regimes succeed
one another. At thebame time, it does not’
explaii  a number of other relevant cases,
such as those of dictators who have
remained in power for many years by
allowing their supporters to collect large
bribes, or those of governments formed
by groups of individuals who have been
able to agree on bribe levels that are
high, but not so high as to cause them to
be ousted.

Which fom of corruption are
worse? Available indices of corruption are
general and do not distinguish between
high-level corruption (such as kickbacks
paidtoadefensemmisterinexchangefor
his country5 purchase of expensive jet
fighter a&aft) and low-level corruption
(such as petty bribes paid to a junior civil
servant for expediting the issuance of a
driver’s license). Nor do they distinguish.
.between  wellorgamzed  corruption and
chaotic corruption (When corruption is
well organized the required amount and
appropriate  recipient of a brii are well
known, and payment guarantees that the

What  is being done,  and what  else
could be done? Many countries and insti-
tutions have paid increasing attention to the
problem of corruption, and the debate on
possible policy options is still ongoing In
decidii how to allocate aid funds, some
donor countries have begun to give more
importance to recipient countries’ actions to
curb corruption Member countries of the
organization  for Economic Cooperation
and Development have acted to airniilize
the bribery of foreign public officials
International institutions, which have
always played an important role in reduc-
ing the scope for corruption, are now giving
more prominence to the issue. For example,
the IMF has always encouraged countries
to liberalii their economies (for example,
by eliiting trade restictions),  terminate
off-budget operations, and ensure budget
transparency. The guidelines on gover-
nance, which were approved by the IIvIFs
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Executive Board in August 1997, formalize
the IMF staff’s involvement in such tasks

An example of the remaining
challenges. One of the most difficult pol-
icy issues is how to prevent corruption
from distorting govanment  expenditure.
This important issue goes to the heart of
donors’ concerns about the possible misuse
of aid funds Donors find it difficult to
ensure that aid funds are spent. wisely,

because resources are fungible. For exam-
ple, a donor may give aid funds to enable
the recipient country to build a school,
which the recipient may indeed use for that
purpose; however, the availability of aid
funds to build the school makes it possible
for the recipient to use the resulting savings
to buy sophisticated weapons, whose
purchase may provide more scope for ille-
gally diverting funds into individuals’
pockets than school construction could.
How should this problem be addressed?
Clearly, donor countries should pay atten-
tion to the overall composition of govern-
ment spending and not focus narrowly on
how their own funds have been spent, but
many donors may not have sufficient
resources to do this. One possible approach
that has been suggested is to have an inter-
national institution monitor the overall

a service to both the recipient country’s citi-
zens and the donor community. This
approach would not, however, be easy to
implement. Recipient countries would prob-
ably resist attempts by Ihe rest of the world
to play a role in determining the composi-
tion of their public spending. In addition, as
a practical matter, it may be difficult  to
ensure that spending items are not simply
relabeled, with no real improvement in the
composition of government expenditure.

How should policy effectiveness be
assessed over the next decade3  We
have a reasonable &eon&al  understanding
of the causes and consequences of corrup
tion, and have begun to get a sense of the
extent of these relationships through empir-
ical research. A consensus is emerging that
corruption is a serious problem, and several
bodies in the international arena have
begun to take policy measures to curb it. At
the policy level, although we may still be at
the stage of learning by doing, action is
being taken. It is important to ensure that
ten years from now, we can look back on
today’s focus on corruption and observe
that some concrete results were attained in
this domain. To that end, those bodies that
are taking action against corruption ought
to establish criteria to evaluate their poli-

own evaluation criteria, and it should do
that now, so that  the effectiveness of its poli-
cies can be assessed accurately and fairly
over the next decade.

The need to define “concrete results”
might appear to be a tall order in an area
where quantification is difficult. A place
to begin, however, could be the well-
established body of knowledge on the
causes of corruption. For example, efforts
to curb corruption could be assessed on
the basis of how effective they were in
bringing about the implementation of poli-
cies known to reduce corruption, such as
the elimination of government restrictions
that create rents. m
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World Bank Spurs Fight Against AID% The D&b Tekgruph ie:

AIDS Surge is Forecast for China, India, and Eastern Europe
-New York Times

These are just two of the headlines that appeared worldwide upon release of the
World Bank’s largest report to date on the growing global AIDS crisis. The
report, Confronting AIDS: Public Priorities in a Global Epidemic, addresses
this devastating disease from the perspective of government policymakers in
developing countries-policymakers outside the health sector-who shape and
finance national efforts to combat the epidemic.

Confronting  AIDS addresses an overarching question: Given the limited public resources in developing coun-
tries, which measures for confronting the epidemic should be public priorities? The report is the product of 18
months of research-with extensive support from UNAIDS and the European Commission-and contains a wealth
of informationrd  statistics that you cannot afford to ignore. Confronting  AIDS can now be yours for only $30.00
plus shipping and handling by ordering directly from the World Bank. Please see below for ordering information.

World Bank
Publications

For US costomers,  contact The Worid  Bank, P.0. Box 7247-8619, PhUadelphia,  PA 19170-8619.
Phone: (703) 661-1380,  Fzc (703) 661-1301.  shipping and handling: US6.00.  Airmail delhwy outside
the US la US$l3.00  for one km plus  US$6.00  for each additional  kan.  Payment  by US$ check drawn on

aUSbankpayabletotheWorldBvlkorbyVL%, tdaedad,  or knerlan Express. Customers outside

the US, plese conta~  your World Bank dlsttibotor.

V i s i t  o u r  Website: http://www.worIdbank.orq
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_. ; HONEST TRADE

A global war against bribery
CP

Has at last been declared.Victory,  alas, is by no means certain

WHEREVER  you look these days, there
are headlines about the curious way

in which some people use other people’s
money. The European Parliament has
stirred itself to take a serious look at the
sleaze which goes on under the European
Commission’s too often undiscerning
nose Some of the locals who were keen that
the 2002 Winter Olympics should taki
place in Salt Lake City are accused of hav-
ing used bribery to get their way. On a
rather larger scale, the question of how on
earth Indonesia’s President Suharto  had
piled up so much wealth was one of the
chief causes of the demonstrations that
pushed him out of power last year. Several
thousand miles away, on another conti-
nent, Zimbabwean students caught the
point and put ihe same question to their
own leaders. “If Indonesian students did it
we can do it,n read one of their placards.

In the 1990s alone, governments in It-
aly, Brazil, Pakistan  and Zaire have fallen
partly  because the people they governed
would no longer tolerate the corruption of
politicians. It is not the first time that the
people have mutinied. Imelda Marco&
amazing shoe collection enraged Filipinos
in the early 1980s every bit as much as the

high living of Mr Suharto’s children infuri-
ated Indonesians But a concerted attempt
to bring corruption under control has at
last become possible because the indigna-
tion of ordinary people has been rein-
forced by an alliance of aid donors, law-
makers and businessmen who had
previously (at best) just wrung their hands.

This alliance has come into being at
least partly because the crises that have laid
low economies from Indonesia to Russia in
the late 1990s were to some extent caused
by a corrupt f&n of capitalism which di-
verted resources from economically well-
founded enterprises to those that were
merely well-connected. For the first time,
there is a campaign to treat corruption as a
global problem about which, perhaps,
something can be done.

There are three reasons for being mildly
hopeful. One is that, to the extent that cor-
ruption is the abuse of public office fbr pri-
vate gain, its perpetrators have one foot in
the legitimate world; they are thus within
reach of incentives or threats-such as .re-
moval from ofice-that  may persuade
‘them to change their ways. Another is a
dawning realisation that, since corruption
usually creates inefficiency, cormpt  coun-

22

tries tend to lose out in the global compe-
tition forcapital  and aid; bankersand busi-
ncssmen  bruised by collapsing economies
now demand more than a minister3 bless-
ing before they risk their money.Above all,
perhaps, corruption is now an issue that
brings the crowds out on to the streets. For
once, protesters in Jakarta or Harare  or
wherever are on the same side as the IMF.

Economists to the rescue
A few years ago, the protesters on the street
wereon theirown.Todispensersofaidand
writers ofglobal  rules, the case fix  resisting
corruption looked weak.

Countries like Thailand and South K@
rea may have been riddled with graft; their
economies powered ahead regardless. Ita-
ly’s corruption did not stop it from draw-
ing level with relatively virtuous Britain in
GDP per head. And, in states which sup
pressed the normal workings ofthe  market,
bribery could sometimes seem to be a bless-
ing; it could release goods trapped at the
border by a corrupt customs officer, or set a
price for a service the government had fool-
ishly offered for free. Some economists dis-
tinguished between good and bad corrup
tion. Small “grease payments” to prod a
slothful bureaucrat were thought accept-
able; paying off a minister to approve a
white-elephant project was not.

Some innocent westerners were reluc-
tant to feel puritanical about practices they
assumed to be a necessary part of the fabric
of other cultures. A professor of marketing,
writing in a 1986 edition of the Harvard
business Review, said that in Asia and ti
rica societies form networks of mutual ob
ligation. To western businessmen he ad-
vised tolerance: ‘Non-western colleague5
who seek pay-o&  may have concerns be-
yond their personal enrichment . . . They
may feel that these requests are not only for
themselves but also a means to aid much
lager groups and ultimately their nation.”

Such tolerance is now under fierce at-
tack. 1t.s  discrediting began at the end ofthe
cold war, when a spot of bribery ceased to
look like an acceptable means ofkeeping a
useful man on yourside. It gathered paceas
evidence mounted of corruption’s some-
times staggering c&t.

Aflurryofrecentstudieshasshownthat
corruption, as measured by indices pub
lished by corruption-fighting groups like 1
Transparency International, is cldsely  con- :
netted to economic malpractictz  A pi@/neering 1995 paper by Paolo Mauro, an;
economist at the IMF, showed that coud
tries with a lot of corruption have less of
theircxxgoing  into investment, and lower
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growth rates. His later work has suggested
that corrupt countries invest less in educa-
tion, which pays big economic dividends
but small bribes, than clean countries do.
Shang-Jin Wei, a Harvard economist, a3
gues that corruption acts as a tax on foreign
direct investment: “An increase in the cor-
ruption level from that ofsingapore  to that
of Mexico is equivalent to raising the tax
rate by over 20 percentage points”

To be sure, economists still discrimi-
nate between various types of corruption;
but they are slower now to argue that any of
them is good. The World Bank in 1997 said
that where corruption is predictable-that
is, where the briber knows what he has to
pay and can be sure of getting what he pays
fix-it  harms investment less than where it
is capricious Even so, said the Bank firmly,
“no matter how high the degree of predict-
ability of corruption in a country, its rate of
investment would be significantly higher
were there less corruption.”

What about the argument that corrup
tion’ at least of&a a way of escape from
crushing regulations and obstructive bu-
reaucracy? Rubbish, say the anti-corrup

tion crusaders. Bribery gives officials an in-
centive to create red tape; and corrupt
officials, like blackmailers, raise the price of
releasing their victims. A 1996 study found
that, the more Ukrainian businessmen
paid in bribes, the more time they then
spent with palms-out bureaucrats

It all takes a giant toll. In Albania, busi-
nesses pay in bribes an average of 8% of
their turnover, about a third of their poten-
tial profits. In Indonesia prngli, the pay-
ments that enterprises make to keep bu-
reaucrats off their backs, add up to about a
fifth of total operating costs. All this gener-
atesvast incomes for politicians.According
to one estimat?  African leaders not long
ago had $20 bullion  on deposit in Swiss
banks alone German businesses are reck-
oned to pay more than $3 billion a year all
told to win contracts abroad. In the inter-
national arms trade, probably the world’s
dirtiest legitimate business, one estimate
reckons that roughly $2.5 billion a year is
paid in bribes, nearly a tenth of turnover.

Wreckers v rescuers
If that were the worst of it, corruption
might still seem survivable. But lately it has
contributed to a string of spectacular eco-
nomic shipwrecks. Consider Bulgaria.

As in many other ex-communist coun-
tries, Bulgaria’s factory bosses saw the ad-
vent of the free market as an opportunity
for plunder. They paid too much for raw
materials, and charged too little fix fin-
ished goods To cover their losses, they bor-
rowed from the banks. The government of
barely refbrmed  communists, itself up to
its neck in shady business dealings, winked
at the stripping of the banks. But then ordi-
nary Bulgarians, who could see where this
was leading, started pulling their money
out of the banks. The central bank, which
was simultaneously battling a loss ofconfi-
dence in the currency, created liquidity to
bail out the banks, then soaked it up to
prop up the currency. Disaster was averted
only because the government called an
election in April 1997, and lost it; the newly
elected reformers made a corruptioncrack-
down one of their top priorities

Bulgaria is not the only place where cor-
ruption has misdirected resources on a cat-
astrophic scale Under the rule of Sani
Abacha, who died last year, Nigeria’s lead-
ers damaged the state’s oil refineries so
much that the world’s iith-biggest  oil ex-
porter found itself importing fuel (to the
prolit of the president and his mates) The
crises that have hit so many Asian econo
mies  were caused at least in part by crony-
ism: projects were approved and finance
was provided not because the market
called fbr it, but just to gratify some minis-
ter’s son-in-law. And how much better-off
Russia would be if its leading capitalists
had not exploited the advent of capitalism
to plunder the state

The pillage will go on so long as poten-
tates can hold bribers to ransom. But the
ransoming habit is challenged by two new
developments. First, western-based multi-
national companies are being required by
western governments to work together to
limit the amount of bribery they do. Sec-
ond, international financial institutions
such as the world Bank and the IMF are in-
creasingly linking the aid they offex  to poor
countries to those countries’ willingness to
provide “good governance”.

The multinationals’ involuntary cartel
has’its  origin in America’s zo-year-old  For-
eign Corrupt Practices Act, which made it a
criminal offence for American companies
to bribe foreign officials.Ofcourse,  this put
American businessmen at a sharp disad-
vantage In one year they lost $15 billion in
orders to firms from countries that allow
bribes, America’s Commerce Department
claimed in 1997.

So now the United States has got all the
rich countries to agree to play by roughly
the same rules. A “bribery convention”
signed by all 29 members of the OECD,

which between them account for the bulk
of world trade, plus five non-members (in-
cluding Bulgaria), requires the signatories
to make it a crime to bribe any foreign offi-
cial to win or retain business or for any
other “improper advantage”. Enough
countries have now ratified the convention
for it to take effect  next month.

There have been the predictable smiles
of weary  cynicism. Although under Ameri-
ca’s anti-bribery law the penalties can be
fearsome (multi-milliondollar fines and
jail terms), only one case a year on average
has actually been prosecuted. There are
loopholes galore Trips to Disneyland on
fit expense accounts apparently pass mus-
ter; foreign subsidiaries can bribe, so long
as their American headquarters are not in
on it. And when the briber is a foreign
agent-as he usually is-it can be desper-
atelyhard to pin the responsibility on him.

Some say the law merely encourages
American firms to bribe more cleverly.



HONEST TRADE
Such companies are more careful than
most to insist that their agents make no-
bribery pledges and take commissions
“commensurate”with their duties. Even so,
an agent may offer a corrupt minister an
‘attenuated quid pro quo”, such as a share
in another deal, in place ofa direct bribe

But the OECB’S new rules may prove
more effective  than this.They require coun-
tries to help each other prosecute cases;
since each country has an interest in pre-
venting the others from stealing an advan-
tage by bribery; they will all want to moni-
tor each other’s adherence to the new
convention. Encouragingly, there are signs
that some non-American businesses are ac-
quiring the anti-bribery instinct. Shell, an
oil company, is looking for ways to link its
employees’ pay to the zeal with which they
carry out the company’s ethics code
Unilever,  a big consumer-products firm,
pulled out of Bulgaria rather than pay
bribes. Now that the OECD’S governments
are promising to punish cheaters, more
companies may choose honesty.

Virtue is also efficient
Not long ago, the World Bank and the IMF
would have said that fighting corruption
was somebody else’s business. No longer.
The economic consequences of corruption
havebecome too glaring for them to ignore
Fighting graft, they now realise,  dovetails
neatly with their basic business. Cutting
regulation, liberalising  trade and freeing
exchange rates are all ways both to pep up
an economy and to shut down avenues fix
corruption. And limiting corruption also
saves them money: a World Bank memo
has said that 2~0% of the Bank’s lending
to Indonesia may have gone into the pock-
ets of local officials and their friends.

Now countries that refuse to mend their
ways are being punished The IMF stopped
lending to Kenya; the World Bank reduced
its commitments not only to Kenya, but to
Nigeria as well. Countries that want bail-
outs are being told to clean up their ways,
and given help to do so. Indonesia is under
pressure, in exchange for international
help, to break up the monopolies that were
milked by ex-President Suharto’s family.
Would-be reformers in various countries
are being coached by teams of economists
ori how to clean up their customs services,
their taxinspectorates and theirjudiciaries.

But there is still a big gap between r*
solve and results& late as last October, the
World Bank was finding that in Indonesia,
“despite apparent compliance with World
Bank guidelines and documentation re-
quirements for procurement, disburse-
ment, supervision and audits, there is sig-
nificant leakage of Bank fundsa Although
the donors have made examples of Kenya
and Nigeria, they are reluctant to punish
any country less obviously compromised.
Uganda got its biggest-ever aid donation
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on the heels of allegations that corruption
had derailed its privatisation pro
gramme-because, said the donors, it was
at least trying to shape up.

Bribery will not be expunged from the
face ofthe  globe by the new honesty of mul-
tinational companies and the blandish-
ments of international organisations. One
problem is that some of the reforms urged
on wayward countries are double-edged.
Privatisation in Russia became an orgy of
sweetheart deals. And when India and Tai-
wan devolved power from central to re-
gional governments, to the applause of
good-government advocates, the opportu-
nities for bribe-collecting multiplied.

In many bf the world’s more corrupt
countries, the distinction between private
interest and public duty is still unfamiliar.
Countries which have made graft the excep
tion rather than the rule in the conduct of
*public affairs-as Britain and the United
States did in the 19th and early 20th centu-
ries-have been helped by the possession of

institutions such asan independent judi-
ciary, a free press, a well-paid civil service
and, not least, an economy in which firms
have to compete for customers and capital.
It takes time for such institutions to put
down roots. And, even when the roots are
there., they do not provide a perfect protec-
tion against sleaze The payment of cash in
brown envelopes to parliamentarians, re-
member, helped to bring down Britain’s
Conseytive  government in 1997.

The few gleams of light
How many. of today’s graft-ridden govem-
ments can build up the habits of mind that
limit corruption, even if they do not en-
tirely abolish it? So far, few have made it.

The only clear-cut recent successes have
been Hong Kong and Singapore, both city-
states which had fiirly  authoritarian gov-
ernments when they launched their anti-
corruption drives. A few other countries,
including Italy and Uganda, have made in-
roads on corruption but have by no means

entirely destroyed the problem.
Italy purged its political class in the la

gal investigations of the early 199os,  which
dramatically improved its ranking in
Transparency International’s anti-corrup
tion index Yet it is fir from completing the
cleansing of the stable Silvio Berlusconi, a
one-time prime minister, now leader of the
opposition and still Italy’s biggest media
mogul, has twice been convicted ofbribery.
Uganda, under the relatively enlightened
rule ofyoweri  Museveni, has spent years on
a drive to end corruption. Even so, Mr
Museveni’s  brother and defence  adviser,
MajorGeneral Salim Saleh, recently re-
\igned amid allegations that a privatised
bank over which he had influence had lent
money to firms he partly owned. Uganda
has improved its ranking in the corruption
index, but remains below even Africa’s
pretty bleak average

Most countries flail away to little effect.
Many are the politicians who have sought
power by appealing to popular indigna-
tion over corruption only to turn a blind
eye once they have won it. Pakistan’s prime
minister, Nawaz Sharif,  who is in office
thanks largely to the charges levelled
against his predecessor, Benazir Bhutto, has
allowed a freedom-of-information decree
to lapse, thus making it even less likely that
Pakistan’s journalists will expose the coun-
try’s widespread corruption. Zaire has be-
come little ifany less corrupt since Laurent
Kabila threw out Mobutu Sese Seko and
changed the country’s name to Congo. .

Nor is popular indignation a reliable
weapon against corruption. In manycoun-
tries the politics of corruption is too much
like the politics of resentment: the angry
demonstrators rarely distinguish between
the inequalities created by an honest sys-
tern and those perpetuated by a corrupt
one When angry Indonesians exploded
last year, they vandalised the businesses of
ethnic Chinese entrepreneurs as well as
those of Mr Suharto’s cronies.

Yet despair would lx wrong. Some of
the blackest spots on the corruption map
are turning paler. China’s prime minister,
Zhu Ron& has made his country’s gener-
als, judges and top civil servants cut their
ties with the world of business In Nigeria,
long considered the world’s most corrupt
country, Sani Abacha’s  successor has abol-
ished thedual  exchange ratcwhich  the pre-
vious military rulers exploited to enrich
themselves, and has begun awarding con-
tracts to firms that can actually do the job.

In many other places, the war on car- f
ruption remains a slogan. But even a Slogan .’
is a start. And the war now deploys some j
powerful new battalions If the World 1.
Bank, the IMF and the OECD are serious’
about winning the battle, they can make
honesty part of the price of getting the eco-
nomic help they are in a position to offer.

.

I



LEADERS
.

prehensible  jargon designed, it would seem, to ensure that
the masses are too befuddled to demand explanations, let
alone a right of dissent- Maybe this will now start to change.

It should. The arrival of the euro, Europe’s common cur-
rency, does not put an end to integration. Far from it; as the
statement by Germany’s foreign minister, Joschka Fischer,
this week made&r.  For many of those who have propelled
the European project,economicand monetary union hasjust
been a means to greater political integration.That  objective is
now coming nearer. If the euro succeeds, it is certain to pull
the participants closer together. It will inevitably give rise to
demands for political co-ordination to match the new eco

nomic  co-operation. And the expansion of the Union to take
in new members will at thesame  time require more decisions
to be made by some kind of majority vote rather than unani-
mously, as most often in the past. All  of this adds to the need
to develop democratic oversight.

That does not automatically mean the European Parlia-
ment should have more powers. In time, it may deserve them,
when and if the Union’s people show they would prefer to
exercise their democratic rights at the European, rather than
the national, level. For.now,  the parliament would be well
advised to demonstrate that it can make wise use of the pow-
ers it has. This week it made a good start.

Stop the rot

A new trraty making bribery of foreign officials a criminal offence is just
the beginning of the fight against cormption

MT
HAT sort of do-gooder would take up a campaign
against corruption? Corruption, though it seems to be

everywhere, is hard to define and has no definite antidote-To

:‘. “- :+ +. :: ,; ; fight it is more like tilting at wind than at windmills.
: 1 y-z ‘%,.;  :‘;’ Or so the conventional wisdom used to go. The past fewt-. 0.m ;. years have seen a change Economists have been totting up

the terrible costs of corruption. Organisations  like Transpar-
ency International have borrowed some of the passion that
animates campaigns for human rights. And multilateral
lenders like the World Bank and the IMF have joined the bat-
tle Next month an international convention making the
bribery of foreign public officials a crimethe first law to do
so outside America-goes into force (see pages 22-24).

This is a good start, but it is only a start. Corruption is too
widespread and amorphous-too much like wind, in fact-to
be defeated by a treaty or two. Some cases are cut and dried. A
$lm pay-off into a dictator’s Swiss bank account clearlyquali-
fies; so do smaller bribes to pettier officials.Yet the dictator is
often too powerful to be punished, and his rotten underlings
too numerous. Still greyer areas are nepotism and cronyism,
the payment of commissions, presents to customers or sup-
pliers, and so on. Isn’t there even something a bit seedy about
the way reviewers puff each other’s books in Sunday papers?

A further difficulty is that, in some places, people have
: .“..- 2.” ::,:L.. .::;.-i,;z, come to believe that corruption is the spawn ofcapitalism. In-.-:r-“’  . . . . . . :‘: : -I... .L’ d:J, .:.:,;:: --: E::. i. . 7: ..::,’ ‘L: . Russia, for instance, free enterprise is almost synonymous

.’ ...:‘. . with criminality. In fact, liberal ideas can help dispel cot&-

Much of the task involves instructing institutions about their
public duties and then giving them appropriate incentives.
Bureaucrats should be reduced in number, but their pay
temptation-thwartingly increased. Judges should be shielded
from political influence, politicians from  the lures that come
with the need to pay for election campaigns. The best remedy
may come not from judges but from information. Give peo-
ple access to the facts  that affect their welfare, and public ser-
vants may think twice about breaking their trust

The new international consensus on corruption is a be-
ginning. The oxo’s convention is a worthy effort to stop
“grand corruption” at its source-the multinational compa-
nies that bribe their way to contracts, mainly in poor coun-
tries. All  34 signatories should ratify it (only 12 have so fir).
Every other trading country should likewise make bribery a
criminal offence.  Lenders like the World Bank are cajoling
governments, using aid not just to induce better behaviour
but to pay for programmes to reform judiciaries and civil ser-
vices. The market itself can help. Many a bribe is paid to see
off a meddlesome bureaucrat or bend an annoying rule Less
meddling and fewer rules will mean less corruption.

The open society and its enemies

*

sion about corruption and liberal economics is a good place
to start fighting it Liberalism begins with the assumption of
equality: in public transactions, whether belbre a court or in
the marketplace, no person or group should start with inher-
ent advantages  or disadvantages. Corruption o&nds  that
aim by injecting private preferences into public dealings. It
cheats members of one group-taxpayers, shareholders or
Sunday-supplement readers-and distributes the proceeds as
spoils to a privileged group Liberalism, by contrast, accords
no privileges. The lowest price will be paid regardless of the
seller, the best book touted regardless of the author. Far from
discrediting liberalism, corruption is discredited by it.

But cajoling by outfits like the World Bank will not achieve
much unless the ordinary people most affected by corruption
take up the fight themselves. Where this is happening, it is
heartening. In the Indian state of Rajasthan, for example, a
people’s group holds public hearings on how money is spent
by village governments, comparing official documents with
work actually performed. One such meeting last year turned
up records of some $sooo-little  to you, perhaps, but a lot to
the village-having been spent on the construction of canals
that had in fact never been built

To defeat corruption is to enforce the distinction between
private preference and public duty wherever it is flouted.

The experience of Rajasthan, however, points to an awk-
ward chicken-and-egg problem. Rajasthanis could call their
leaders to account only because the villagers had access to of-
ficial records Freer countries will be cleaner countries, which
is why measures like the OECD convention need to go hand in
hand with pressure for more democracy. Corruption is but
one form of oppression.

m
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- Gore Plans lntematbnal Ta&s for. February
On Strategies’to Fight Government CorruptionI

By GLENN R. F&&SON Political Appeal
Adopting the corruption issue has’ob

vious political appeal: It is a great way tr
win favor with U.S. companies that dc
business abroad. By and large, the%
companies detest dealing with crookec
customs officials and rigged court sys
terns. It is also a winner with Democrati
constituencies such as human rightr
groups and their back&s.

StaffReporter  O~THE WALLSTREETJOURNAL
WASHINGTON-When Vice President

Al Gore last month took the bold step of
criticizing the government of Malaysia on
its own turf and calling for a campaign hi
Asia “to root out corruption and crony-
ism,” the shock waves went round the
world. ._

In Asian countries, Mr. Gore was de-
nounced. “Ostentatiously rude,” declared
former Singapore prime- minister Lee
Kuan Yue. Back home, political observers
took note of one of Mr. Gore’s biggest mo-
ments yet on the world stage.

The White House insisted Mr. Gore
wasn’t spreading his political wings, as
vice presidents tend to do about two years
before they launch their succession cam-
paign. Maybe not, but he is about to take
another step. Mr. Gore’s office is set to an-
nounce a major international conference,
to be held here in February, to address
corruption issues.

“Tragically, our best world-wide ef-
forts to build stronger economies and
stronger democracies are sometimes un-
dercut by corruption-and no corruption is
more evil and destructive than the corrup
tion of government officials,” Mr. Gore,
who is In Tennessee because of the death
of his father Albert Gore Sr., said in a
statement, “This conference will bring to-
gether many of the world’s top anticorrup-
tion experts with leaders from all around
the world to organize a new global effort to
fight corruption where it does the most
damage-among key justice and security
officials.”

The conclave. which is exuected  to be
attended by representatives of more than
50 countries, will
focus on strategies
for fighting corrup-
tion in militaries,
police forces, cus-
toms agencies and
judiciaries. Plans
include possible
world-wide trans-
mission by satel-
lite, as well as
‘through the Inter-
net and traditional
channels ’ such as
the Voice of Amer-

Organizers
Eie for a concrete

Al Gore

agreement to create a reform process in
which signatories monitor each others’
compliance with anticorruption processes.
Master of ceremonies for the Feb. 24-26
meeting: Al Gore.

-

While the timing is politically propi
tious and the subject is a likely winner witl
the public and key constituencies, Mr
Gore’s advisers say those concerns aren’

what’s behind his increasing involvemen
in international corruption issues. Part 0
it, they say, is his longstanding interest h
making government work.better.  Another
part is tremendous awakening of interes
around the world in tackling corruption
“That represents an incredible opportunit]
for the United States,” says a senior for
eign policy adviser to Mr. Gore. “There art
a lot of people running governments in tht
world who are really looking for ways to de
liver good government.”

But the issue has its political risks for
the vice president. One problem is that
anyone who declares holy war on corrup-
tion risks being labeled holier than thou.

In Mr. Gore’s case, there are two spe-
cific problems: One is his close relation-
ship to former Russian Prime Minister
Viktor Chernomyrdin, who has been
linked to the dark elements in the Russ-
ian oligarchy. The other is the continuing
US; campaign-finance controversies.
Election funding-related corruption cur-
rently isn’t on the conference agenda.
Mr. Gore’s advisers say he is willing to
take that flak, and that the vice president
has conducted himself appropriately in
these matters.
GoodTlming

Outside .observers agree Mr. Gore’s
timing seems right. “Maybe it sounds like
a platitude, but I think there is a general
recognition that the whole issue of gover-
nance, bribery, etc., is destructive of
everything people are trying to accom-
plish these days-trade,. privatization;
even aid. relief,‘! says. Nancy Boswell,
managing director of the anticorruption
group Transparency International’s U.S.
chapter. “I think everybody recognizes
that this is the issue of the moment. Not
that it’s chic, but that it’s actually impor-
tant?”

The conference itself has been ‘in the
works for almost-a year. Last December,
Mr. Gore came across a magazine article
by Northwestern University sociologist
Charles Moskos arguing that U.S. security
threats in the post-Cold War era “now
largely have to do with the crooked secu-
rity forces of other countries.” Yet effoi-ts
to $uttress rule of law in countries such as

I

Countries with the most corruption as
perceived by business people in surveys.
Ranked by index that gives the degree to
which countries are seen as corruption-
free pith 10.0 being perfect.

COUNTRY INDEX
Cameroon 1.4
Paraguay 1.5
Honduras 1.7
Tanzania 1.9
Nigeria 1.9
Indonesia 2.0
Colombia 2.2
Venezuela 2.3
Ecuador 2.3
Russia 2.4

iource:  Transparency lntemational  Corruplion
Weptions index and Golfingen  UniveMy

?xico,  hIr. Moskos wrote in U.S. News &
It-Id Report, were doomed to failure .with-
t a change in priorities. While the U.S.
ends huge sums to help Mexico and other
mtries detect law-enforcement corrup-
n, little effort is made to improve the
ar-subsistence wages upon which cops.
diers and even judges sometimes have
rely.
Gore aides say their research shows
s has been a neglected area in the.anti-
ruption movement, which tends to fo-
; on corporate bribe-paying. They’re

I



‘,
L.

. . .

hoping to put it okthe agenda of major in-
ternational organizations, including the
United Nations.

Some major questions about the confer
ence remain undecided. For example, it is
unclear whether invitations will be ex-
tended to some of the most notoriously cor-
rupt nations. In addition, Mr. Gore’s orga-
nizers are allowing the invited govern-
ments to select their own delegates. But in
many countries the best experts on the sub-
ject are sharp critics of their own govern-
ments, and thus aren’t likely to be chosen.

In Argentina, the country’s most fa-
mous corruption fighter is a former prose-
cutor, Luis Moreno Ocampo. He is also a
stern critic of the government of Carlos
Saul Menem. At an anticorruption confer-
ence last fall in Buenos Aires hosted by
the Argentine foreign ministry, Mr.
Moreno Ocampo wasn’t invited to speak.

Aides to Mr. Gore say in some in-
stances, they will make suggestions as to
who some of the attendees should be. How-
ever, they are also hoping for attendance
by high government’officials,  so that any
agreements that are reached can be made
to stick.

‘The experience also isn’t likely to be
pain-free for U.S. law enforcement. In the
spirit of the conference, U.S. delegates
will be expected to talk about America’s
problems with corrupt border-control offi-
cials and other guardians of the law.
Sooner or later, the issue of who is doing
the corrupting is also going to come up.
The big players on “the supply side” of the
.corruption  equation, experts note, come /
from the countries with the money. Like
the U.S.

,
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Introduction

I was asked to speak about corruption and democracy. I have a long history of concern about that
relationship. In the United States, I helped establish the Watergate Special Prosecution Force that
investigated and prosecuted the wrong-doings of the Nixon Administration. [FNl] I was our chief
prosecutor during the Carter Administration and responsible at that time for our ABSCAM
investigation p2] and prosecutions where, in the name of a fictional Middle- Eastern Sheik, we
offered money in exchange for legislative services to a number of Congressmen and Senators. [FN3]
We received too many afimative responses. p4] I was most recently the first Deputy Attorney
General under President Bill Clinton where I had to address, among other matters, the investigation
of-our  most powerful Congressman, F\rs]  the Chairman of the House of Representatives Committee
that deals with taxation, for various matters as to which he has now pled guilty. F\r6] Between
those occasions, I have worked in Guatemala and South Africa and, to a lesser extent, Russia--all
places where the subject of corruption and democracy has at times been very rele vant. Finally, I have
met with experts and delivered talks in Mexico and Argentina over relatively extended periods, again
osthe subject of corruption and democracy.

The subject of corruption and democracy is best broken into three separate areas. First, there are
questions of corruption that have no special relationship to democracy at all. Still, they present very
important practical and moral issues which I will identify. Second, I will examine the particular
relationships of corruption and democracy. Third, I will review the democratic means for fighting
the problem of corruption.

I. CORRUPTION WITHOUT SPECIAL REFERENCE TO DEMOCRACY

Perhaps like many people, I tend to think of the problems of corruption in terms of the way in which
they may undermine democratic institutions. The great scholars of corruption address its effects more
broadly than this. I had in mind two ofmy own countrymen, Judge John Noonan lFIV7] who wrote
an extended history of bribery, [FN8] tracing it to periods, places, and institutions that were-not at



all democratic, and Professor Robert Klitgaard, [FN9]  who has written about the economic and
developmental effects of corruption, ml01 again often in places that are not democratic.

These two sch&rs  differ in their approach to corruption. Both recognize that it has a somewhat
unusual double meaning. The first definition in many ,dictionaries  is purely moral, referring to any
conduct or individual that is depraved, perverted, or debasedmorally. The second definition is often
more closely associated with dishonesty or, even more narrowly, with the improper use of a position
of trust for personal benefit. Klitgaard is most concerned with the practical consequences of betrayal
of the trust that has been placed in an individualin  giving him a particula?  position in business or
government. vl 1 J Noonan em phasizes “325 the far broader, moral meaning of being somehow
depraved. [FNlZ]  Nevertheless, both focus on the giving and receipt of private benefits in exchange
for favored treatment by a government official  who is supposed to be deciding the matter without
regard to his own private interests. [FN13]

Corruption, as secretly receiving private benefits to affect a decision that is supposed to be made
in the interests of others and uninfluenced by private gain, is not solely a.problem of governments.
In this sense, a buying agent for a corporation may also be corrupt by demanding kickbacks to

intluence  his purchasing decisions. Corruption is certainly not a problem solely of democracies.
Some of the worst corruption has taken place under highly undemocratic governments including the
Communist governments of the Soviet Union and the People’s Republic of China and the authoritarian
governments of regimes such as those in Zaire and Nigeria. .

.

In terms of Judge Noonan’s  interest in morality, all of these settings share certain morally relevant
characteristics. When an individual who has been placed in a position of trust on the understanding
that he will act on behalf of someone else’s interest and in accordance with certain understood criteria
instead receives or demands personal benefits with the understanding that these will influence his _
decision, there is a betrayal of trust, there is deception and fraud, and there is a misuse of power. The
victim of the betrayal of trust is whoever gave the individual the right to act on his behalf The
victims of the misuse of power include those who are denied the opportunity to deal with an
organization on honest terms. Both groups are victims of the fraud. These concepts are so basic that
it is unsurprising to find that every nation forbids bribery as a core form of immorality. @?N14]

Prom the perspective of Professor Robert Klitgaard, the purposes of an organization that placed
trust in a dishonest agent are defeated by that dishonesty. ml51 Ifit is a company trying to buy the
best material for its manufacturing process, it is likely to get something else. Ifit is a government
trying to prevent environmental degradation, it will be unable to accomplish this. Cor ruption “326
is not inconsistent with rapid growth as major nations in Asia, Latin America, and Europe have
demonstrated,. ml61 Businesses can come to understand a corrupt regime. But corruption is
inconsistent with carrying out purposes of an administration that may be in conflict with the wishes
of wealthy players in the private sector. In the long run, it is inconsistent with innovation by
businesses spurred on by competition Illicit payments become a tempting substitute for lower prices
or product innovation.

The short of the matter is that even the most primitive and simple of enterprises cannot run without
trust among its members. Cooperation requires trust, and truly efficient cooperation requires a



willingness to commit oneself to wholehearted pursuit of the objectives of the enterprise. That trust
cannot survive the payment of private benefits to a person who has agreed to take part in the
cooperative enterprise and has been given the power of others on the understanding that those
benefits will be used solely for their purposes in order to induce him to divert the powers granted to
pursue the quite different objectives of someone outside the enterprise. Bribery of its members is,

therefore, a practice that every organization forbids and states enforce this prohibition when dealing
with legitimate enterprises where cooperation is to be encouraged.

A word of caution is in order before leaving thi! most general area of cdoperation. In real life, it
is impossible to wholly separate private motivations from the use of authority entrusted for specific,
non-personal purposes. Not every bit of loyalty to a family  member or a clan, not every hope for a
future employment or a valued friendship, may be forced out of the minds of people entrusted with
authority for other specific.purposes. So lines have to be drawn, and different lines are drawn in
different societies. To recite the set of conflict of interest ,r@es in the United States would take a long
time. That the precise location of the line, however, is a subject of dispute or even arbitrary does not
weaken the general notion that we must forbid payments intended to.breach the trust on which
cooperative undertakings depend.

“327 Il. DEMOCRACY AND CORRUPTION

Latin Americans know better than most the’use that leaders of military coups have made of the issue
of corruption. It is probably the single charge most frequently  set forth as a justification for a military
take over. A century ago, Nietzsche said that corruption is simply the sign of the autumn of a nation.
I?-171

.I remember being in Guatemala City early in the administration of President Vinicios Cerezo,
w18] at a time when he was already being charged with various improprieties. [FN19] Colonels
on several bases decided to launch a coup. @?N20] They were not stopped by any signifkant  number
of people taking to the ‘streets but by the Minister of Defense, whose centrality to the infant
democracy on that occasion made clear just how fragile  the democracy was. A few days later,
President Cerezo attempted to show popular support for democracy and his administration by
organizing a public parade. Few people appeared; the procession consisted almost entirely of school
children brought in from the countryside. Suspicions-of corruption had weakened the public demand
for democracy to the point where it depended solely on the loyalty and judgment about reactions of
foreign governments of General Hector Gramajo, the Defense Minister. Similarly, many believe that
support for democracy in Russia is today dangerously thin, in large part because. of popular
resentment of corruption in President Yeltsin’s administration.

\

One critical relationship between corruption’ and democracy is thus that corruption can deeply
undermine support for democracy in any fragile  democracy. Corruption of an administration in the
United States is very likely to lead to the election of the opposing party. The U.S. democracy,
however, is an old and stable one where the basic institutions are not still questioned. Where
democracy is younger and more fragile, corruption *328 seems a reason to abandon democracy
completely in favor of some form of other government that, it is hoped, will be free  of that vice.



In these contexts, where democracy is not firmly rooted, the question of corruption becomes whom
does a democratic government in fact serve? President Abraham Lincoln of the United States spoke
134 years ago in the Gettysburg Address about a government “of the people, by the people, and for
the people” and &ed whether it could long endure. jPN21]  We are asking whether any other kind
of democratic government can endure. A corrupt, democratic government is likely to look like it is
for the wealthy and the well-connected, not a government by and for the people. If the choice to
much of the population appears to be one between elected figures serving the interests of narrow but
wealthy constituencies or authoritarian governments serving much broader interests, democracy is
very much at risk. I

,

Democracy is also more vulnerable to charges of corruption than other forms of government for two
reasons. First, the freedom of speech, press, and political challenge that comes with democracy
allows opponents of a corrupt administration to make much of its corruption. A military government
or the government of a totalitarian communist regime simply does not tolerate this. Second,
democracies have the special problem of funding expensive political activities. If they are not to be
funded from tax revenues, they must be fimded  by private individuals who. .will  want something from
the candidates they support. Campaign contributions are rarely disinterested. Candidates know from
whom they come and why, and candidates remember that they will need them again. Their discharge
of a trust afforded them by all of the people is inevitably affected by their personal interest in raising
the finds necessary to be elected. This is a form of bribery, however reluctant we may be to use that
term, and it undermines the support of elected governments in a way that has no application to other
governments.

Finally, there is the question of whether it is harder or easier to attack corruption in a democracy.
I think it should. be easier. The people of every country hate corruption and feel cheated by “329

it. The more a government is responsive to its citizens’ wishes, the more likely the agents of
government will feel a counterbalance to the temptations of corruption. Moreover, the existence of
a free press provides an important mediator for public opinion. It can discover and document
instances of corruption and reveal them to sizable populations. That can be a powerful deterrent.

In describing  these relationships of corruption and democracy, I have been too general in several
ways. Some final distinctions may be useful. Corruption may take place at a high level or at low
levels throughout a system. It-may be widespread and systematic at whatever level it is operating,
or it may be sporadic and occasional. Obviously the threat that corruption will create cynicism,
suspicion, and eventually citizen distrust not only of an administration but of the very manner by
which administrations are chosen, democratic elections, depends upon which of these areas of
corruption is present. High-level corruption is far more dangerous to democracy than low- level
corruption Ifthe highest levels are honest, citizens are more likely to seek a change in administration
to demand honesty at lower levels. Systemic corruption is far more dangerous to democracy than
occasional and sporadic corruption It may change the entire outlook of a population, leaving the
trustworthy feeling as ifthey  have been foolish and encouraging children as well as adults to accept
cheating as a way of life.

III. WHAT CAN BE DONE IN A DEMOCRACY TO END CORRUPTION?



I have spent weeks discussing problems of corruption in Argentina, and I have recently returned
from conversations with Italian magistrates addressing corruption in Milan,  Naples, Palermo, and
Rome. I have spent years dealiig with corruption in the United States. Every nation is unique in its
particular forms of corruption and‘in the institutions and powers it has available for dealiig with them
Every democratic nation is unique in the support that the fight against corruption enjoys from high

government officials and from the public at large. Still, there is a logic to the problem of a democracy
fighting corruption that ii general wherever the corruption may be. I will try to describe *330 that
logic, apologizing in advance for the extent to which I will be emphasizing the techniques used in the
United States. I

,

Choosing the United States as an example is not simply a matter of convenience because that is my
country. It is also useful  because the United States has been relatively successful. I consider the level
of corruption in the ,United  States low for a country so vast and diverse and with such complicated
governmental structures. A good way of making this point is to say that there are few if any places
or types of governmental activities where one could safely offer money to an executive, legislative,
or judicial official to influence his or her decision. The United States has brought about a high
measure of compliance with a relatively limited commitment of law enforcement resources (about two
hundred years of FBI agent time each year and perhaps about a hundred years of federal attorney
time) and a pattern of internal inspectors general in any state or federal department affecting
significant private interests.

; ;
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A. Four Ways of Reducing Corruption

To understand the problem a democracy faces in controlling corruption, it is a useful exercise to
imagine trying to create a setting for corruption so perfect that even a decently honest person would
be tempted severely. Quite simply, we would want a situation with a large bribe, unlikely to be
detected, and an atmosphere in which one was thought to be foolish, rather than honorable, in
declining such opportunities. _

To get the large bribe, we need high stakes for private interests and realizing those stakes must turn
on a governmental decision by a single individual Ifthe decision is made by the concurrent decision
of a number of people, the rewards will decrease and the risk will grow. For safety from detection,
the decision must either be so discretionary, so lacking in standards, that the purchased choice will
not look suspicious, or it must be hidden in the obscurity that characterizes some of the lowest level
of governmental choices.

Even with these conditions met, most of us would feel a strong moral compulsion not to take a
bribe. Mer al& as Judge Noonan points out in his book on bribes, every nation has for “331 bidden
them m22] and the prohibition is millennia old. @?N23] To make the perfect setting for a bribe, we
need a solvent of conscience. That would be an atmosphere in which everyone believed that loyalty

* was for fools, that everyone took what they could get, and that one deserved ridicule more than
praise for turning down an opportunity to enrich one’s self in an official capacity. In addition,
conscience pangs may be reduced by a plausible argument that the particular type of payment would
not really influence one’s decision, that the decision did not really matter, or that accepting money on
this occasion fell into an exception to the rules about bribes.

I



Our task, in fighting corruption, is to eliminate as many of these conditions as possible. Part of the
difficulty is that.they reinforce each other. It may not be possible to change the mores of an
organization or of the government without reducing the opportunities for corrupt advantage. But
it is politically di&ult  to take the hard steps necessary to reduce the opportunities for corruption so
long as cynicism smothers social demands for honesty. The job of the corruption fighter is to deal
with both of these conditions simultaneously by making visible the corruption that will outrage the
citizenry in a democracy and,.with  the support of that public reaction, bringing cases that show that
corruption is not safe.

- -.
,

Corruption, thus, can and should be addressed simultaneously in four different areas. The first two
are major ways of attempting to deal with corruption, but each of them requires significant changes
in what might otherwise be the preferred way of conducting the business of government. Fist, market
conditions can be created to reduce the private stakes that turn on the decision of any single
individual. Second, government operations can be changed,to  reduce the discretion exercised by
officials. The third approach is to change public and organizational attitudes towards self-dealing
when using government authorities. I am going to focus, however, on a fourth set of alternatives,
the development of management and law enforcement strategies with the object of making corruption
apparent despite the desire of the parties to keep it secret. -- --- ._.____ ._ _

__ _--. ___.--__  -.--.

*332 B. Strategies to Make Corruption Visible

The central concept behind both management and law enforcement strategies is coming to
understand the diiculties of engaging in corruption secretly in different settings. To engage in
corruption, a government official and a private party must identify each other as potential corrupt
partners, find a way of reaching an agreement, and then deliver what each has promised without being
detected. Each of these steps can be extremely difficult, for in each there are vtilnerabilities  to
detection.

Let me give you an example. How could a judge who wanted to be corrupt in adjudicating a.civil
case let a litigant know that he is willing to take a bribe without exposing himselfto investigation and
prosecution? If a judicial rule generally forbids meeting with a single party in the absence of the
other, any private meeting will raise suspicions and is likely to be detected. Putting that impediment
in the way of a secret transaction is an important management tactic as part of an overall strategy of
making the secrecy necessary for corruption diicult and uncertain Moreover, the litigants before
the judge are likely to change regularly so there are too many for the judge to contact safely with a
corrupt offer. It would be much safer to deal through particular lawyers, but they will have to let
litigants know of their contacts with the judge and that, too, imposes risks. It may also be difhcult
for the judge to deliver. If he is regularly reversed by higher courts in cases involving a particular
attorney who always seems to win, that may be noticed by opposing attorneys and lead to rumors that
then come to the attention of law enforcement authorities.

In short, the processes that are necessary to market corruption have vulnerabiities  attached to them
Exploiting those vulnerabilities, once identified, is the central concept of any law enforcement or

management strategy to control corruption. Identifying these vulnerabilities to detection requires



coming to understand, for different settings, what tradition or practicality is likely to dictate the
mechanics of three things: finding corrupt partners, making payments, and delivering what is
purchased--each in an inconspicuous way. Corruption is likely to work in ways dictated by an
organization’s routines and local social conditions.

“333 The corrupt deal also depends upon the particular area of governmental activity. Beyond mere
theft of government property, the methods of carrying out corruption and, thus, the vulnerability to
detection is likely to differ in the cases of different forms of police corruption, sale of exemptions
from regulation or tax collection, grease payments to speed a slow process, Corrupt procurement, sale
of access to inside information, legislation, and j&i&l decisions. Different strategies are necessary
depending upon the different situations and ways in which corruption takes place because the
strategies should depend upon how vulnerable to detection each type of corrupt business is in the
tasks of finding corrupt partners, making payments, and delivering what is purchased.

C. The Importance of the Tools of Management .
’ . .

1 have spoken of law enforcement and management strategies because we have learned that
preventive management strategies are, in some settings, as important as law enforcement strategies.
To deal with widespread or simply low level corruption, prosecution is likely to be too costly,

clumsy, and sporadic an answer. Management controls are essential. Management strategies also
have the advantage of allowing the chief to put into place systems that will make more visible unusual
decisions, or unusual benefits, or the agreements that iii them. I have already mentioned computer
systems and requirements of approval by several officials. Periodic review of decisions;reporting
requirements in terms’of an employee’s changing financial assets, and conflict of interest rules are all
familiar examples. Management systems can also allow remedial action to be taken earlier and on a
less certain basis than criminal prosecution.

There is a paradox about the notion of fighting corruption by management change in internal
operatingsystems. A dishonest employee who is prepared to take a bribe in exchange for forgoing

. the obligations he has assumed will also be willing to ignore or circumvent record keeping, review,
or other management requirements designed to make any corrupt action more visible. So the crucial
characteristics of any management device designed to prevent corruption are that efforts to
circumvent the device are more likely to be detected than would corruption without it and that

compliance makes corruption either more *334 visible or, like the U.S. prohibition ofjudges  meeting
with one party alone, more difficult to carry out.

D. The Needed Political and Institutional Structures

Finally, we have learned that a set of institutional and political structures of support are necessary
to carry out either a law enforcement or a management strategy against corruption. Making use of
law enforcement and management strategies based on analysis of the vulnerability to detection of
comrption in different  settings depends on four conditions being satisfied:

1. The necessary substantive laws defining illegal conduct and the necessary laws creating
preventive measures, such as a rule requiring sealed bids or forbidding ex parte meetings with judges;

I



2. The needed management, auditing, and investigative powers to find out if the substantive laws
are being complied with;

3. The necessa& organizational structures to carry out the enforcement of the laws; and

4. Sufficient popular political support for attaching corruption to induce elected leaders at a high
enough level to tackle it i.e.,  to carry out the previous steps:

a. General public outrage over corruption; and 1
,

b. Threat of media or legislative disclosure of whatever corruption is ignored or covered up.

These deserve special attention in any discussion of the relationship of corruption to democracy.

IV. CREATING THE NEEDED STRUCTURES FOR POLITICAL AND INSTITUTIONAL
SUPPORTIN ,..

FIGHTING CORRUPTION

A. Clarifying the Legal and Organizational Obligations to Avoid Self-Dealing

The first step of carrying out a strategy for dealing with corruption in a particular area or in all areas
is to define  with some precision what is forbidden. As Judge Noonan notes, throughout history this
has proved far more difficult  than we sometimes, *335  recognize. @?NZ4] The questions of definitions
for criminal purposes that we have found most difficult in the United States are:

. In what situations should we prohibit or limit campaign contributions intended to win the favor.
of a particular official or, at least, gain preferred access to him or her?

. How do we deal with reciprocity where there is no articulated understanding or quid pro quo,
particularly when there is a chain of reciprocity that involves more than two people?

. Is receiving some benefits in exchange for exercising discretion in a particular way permissible if
the government loses nothing; for example, where it is buying a uniform good or service that sells for
an ‘established price from one seller rather than another?

. When is it all right to furnish advanced information and when is it wrong?

. Is it a conflict of interest for a’government official to continue to decide matters of importance to
company X when he or she anticipates seeking.employment from the company but no negotiations
have taken place?

All of these are very ditkult  questions.
In other countries, another problem of definition is fundamental, the line between a gift and a bribe.

In some countries, for example Germany, it is improper to start an investigation unless investigators
know what the official did in exchange for the money. In the United States, it is sufficient that an
official knew that something was given in appreciation for an official act. Beyond that, the United

I



States has specific ethical prohibitions for receiving gifts. [FN25]  I attended a conference on
corruption in Berlin during February of 1995. [FN26] A number of the German speakers addressed
the corrupting effect of gifts  given for five or six years before a favor is even asked. They spoke of
prices being thi& percent higher in public construction in Frankfurt and it being almost impossible
for an honest competitor to compete when large presents are accepted without thought and
reciprocity is considered absolutely natural.

I .

The managerial rules must also be made explicit. HOW fully *336 are decisions to be documented?
How much of a record must be kept? What forms of review will there bC? What are the internal

rules for disqualification? ,

The point is simply that we all have a general idea of what conduct is so self-serving that it should
be forbidden by criminal law’ or management provisions. But the extent of vagueness and
disagreement within that general category itselfposes a substantial impediment to fighting corruption.
Clarifying the rules is a necessary first step.

B. The Need for Investigative and Managerial Powers to Determine if the Rules are Being Followed

It is well to begin with a reminder of a half dozen serious difhculties  facing those fighting corruption
whether by managerial or criminal processes. First, those who know about the corruption are likely
to be participants or close friends of participants and unwilling to furnish  information. Second,
participants will not willingly create records that disclose the existence of corruption. Third, efforts
to discover corrupt officials by having investigators pretend to be private parties-willing to pay for
a governmental decision are often regarded as politically motivated or immoral unless there is first
significant evidence that corruption is ongoing in a particular area. Fourth, investigators often fear
economic or other reprisals by the subjects of an investigation. Fifth, the complexity of the business
and government setting in which corruption may take place is likely to pose grave dficulties for
investigators who are unfamiliar with the activities they are reviewing. Finally, fighting corruption is
made more difficult by the fact that often the merits of a decision are unclear so that it is almost
impossible to identify highly unusual governmental actions. We should think about the needed law
enforcement and managerial powers against this background.

Even this imposing list of m&ties may hide a deep-seated problem in investigating corruption.
I know it is deeply troublesome in each of our countries. Broad public cynicism will undermine a

healthy democracy. Thus, members of Congress in the United States complain bitterly about the
attitude many in our public have towards them. I am sure it is much worse in some other countries.
Preventing corruption, the only real cure for cynicism, requires, however, that police, prosecutors,
and “337 management be vigilant and indeed suspicious in watching for corruption. Because the
temptation is always present, corruption will reappear if we do not watch for it.

Watching requires investigating by internal units or by police and prosecutors, and there is nothing
that elected or career officials like less than public investigations of their activities. Investigations
invade their privacy, damage their reputations, make it more difficult for them to continue in office,
and damage public respect for their institutions. Thus, corruption investigations are the least popular
form of law enforcement among officials, although often the most popular with the public at. large.



I was confronted with this dilemma sharply in the ABSCAM investigations in the United States.
There were rum9rs  that members of Congress were willing to take money in exchange for legislative
action. Such rumors themselves, especially if not responded to, breed public cynicism. In response,
the FBI offered money to whomever was rumored to be willing to take it. A number of members of
Congress took the FBI bribes. @?N27] The resulting scandal was immensely resented by perfectly
honorable members of oui Congress, some of whom had been investigated and many of whom had
not. w28]-  Failing to follow-up on the rumors, however, would have bred distrust. The situation
is typical of that confkonting  law enforcement officials  after they have learned of suspicions or rumors
of corruption and before they are quite sure ofwhb  is involved and who is not. In that intermediate
stage, every effort to detect wrong-doing is likely to be interpreted as an unfair invasion of privacy,
causing improper damage to an individual’s and an institution’s reputation. In the long run, however,
the price of public trust in its elected and other officials  is that law enforcement officials follow-up
on rumors and investigate.

1. The Needed Law Enforcement Powers , .

The powers of law enforcement officers must be adequate to become aware of likely corruption, to
turn suspicion into evidence, and to rebut the passionate denials of one of two parties to a corrupt
exchange.

How do investigators become aware of a problem of corruption “338 in a particular area? In the
United States, they will follow media reports and pursue rumors and suspicions of those who work
in an area that, because of tradition or vulnerability to corruption, is likely to be corrupt, and they will
invite complaints, anonymous or otherwise, by competitors, clients, or fellow employees.
Investigators will also establish formal auditing procedures to review records that are required to be
kept by particular government officials or by privateindividuals who may be paying a bribe. Beyond
this, by making known the seriousness with which the United States takes corruption, the U.S.
Government lets criminals of all sorts knowthat their cooperation in uprooting corruption is likely
to reduce their sentences.

.

To transform a reasonable suspicion that there is corruption in a particular area into a criminal
prosecution, investigators need the power to review official records of the actions of suspected
officials to detect patterns of favoritism They need to be able to subpoena private financial records

- in the hope of finding evidence of improper payments or receipts. It helps greatly ifinvestigators may
trade a reduced sentence or immunity from prosecution for testimony from someone who works in
the area of suspected corruption but who has been caught giving a bribe or in another crime and is
anxious to make a deal. In Italy, as in the United States, some investigators have learned that
allowing bribers to declare themselves the victims of extortion will generate a great deal of evidence
of bribe-taking. @?N29]  Finally, investigators may disguise themselves as corrupt individuals and
offer to engage in corrupt transactions.

To deal with the problem of the lack of credibility as a witness of someone who has engaged in
corrupt transactions himselfand now stands to benefit by a reduced sentence, the U.S. Government
relies extensively on the use of recording devices or microphones. Then the informant or undercover
agent can be asked to discuss past, ongoing, or fiture corrupt activities with a suspect. The tape of

I



the resulting conversation will more than offset the difference in credibility between a high level
government *339 official and someone who has admitted to being a bribe giver.

.
2. The Needed Management and Auditing Powers

Managers need the power to do whatever is necessary to assess honesty in hiring. A lack of
background checks has been blamed for the extent of police corruption in some of our cities such as
Washington, D.C. m30] Managers need the power to test employees by providing false
opportunities for corruption or by establishing systems to monitor what people with financial interests
regularly select which officials to deal with. Unions often object to such tests, but these tests are
essential. Managers who strongly suspect that corrupt activities are taking place need the power to
transfer or reassign individuals without proof of their involvement in corruption. Much corruption
may be prevented by regularly rotating individuals, thereby disrupting established relations with those
paying graft.

In addition, managers need the power to transfer and reassign subordinates who are making no
effort to deal with likely corruption in areas under their responsibility. .In New Orleans, for example,
where a number of officers were found to be engaged in drug dealing [FN3 l] and recently one
convicted.of contracting for murder, @?N32]  the chief of police needed the power to impose some
form of sanction on supervisors who did nothing to prevent this conduct. They also needed more
punitive sanctions to fire or suspend officers. ,Non-  vested pension rights can help a great deal.

Besides these powers over the individual employee, managers fighting corruption need the powers
to shape an organization’s processes so as to make an individual exercise of discretion less frequent
and more transparent in cases where the decision is of substantial financial importance to private
individuals or organizations. The manager can involve more than one person in making the decision
and require review of the decision at higher levels. He or she may require bidding procedures. He
or she- may impose record-keeping requirements that may help by “340 identifying  the irregular
government decision or forcing the corrupt employee to an uncomfortable choice between revealing
the irregular transaction or false!y  accounting for it and risking discovery or failing to account
altogether for it and risking discovery.

dften it is easier to-identify a missing or false record than to find the underlying offense. Finally,
the manager may need the authority to destroy trust in the market for corruption by having honest
officials pose as corrupt and then report any ‘overtures.

Armed with these powers, law enforcement and government managers largely can deter corruption
ifthey  have the.advantage of the organizational structures necessary to use these powers to enforce
the rules. So, let us turn to that.

C. The Necessary Organizational Structures to Enforce the Rules
The final capacity that both managers and law en&cement  officers need is the power to create

offices that are motivated, skilled, and independent to enforce the rules I have just described. Such
structures are needed in at least four places. There must be effective inspection and auditing units
within every organization. Some police investigative units must be specialized in public corruption.



Prosecutors have to have sufficient credibility as well as skills in these cases. Additionally, courts
must be available to try cases of corruption within a reasonable period of time and with adequate
accuracy. .

1. Internal Inspection Units

As a start, only such uni&~may  become highly specialized in the work and, thus, in the possibilities
and vulnerabilities of corruption in the highly specific setting of a particul~ governmental fbnction
or location. Part of the problem is skills. Police are not normally trained in the accounting and
auditing skills that are necessary for detecting corruption in complicated financial or business
transactions. Part of the problem is experience. Internal investigators can and will become expert
enough in the business of the agency to detect unusual patterns in records or visible behavior. A final
part is concentration of effort. An internal agency may best put together a portfolio of preventive
detection and remedial measures for a manager anxious to fight corruption.

*341  In addition, an internal inspection agency may be given the p6wer to put in place or to
recommend that there be put in place internal processes to create the information sources which are
likely to reveal otherwise hidden corruption. These will often be management information or other
record-keeping systems. Sometimes, there will be simply a network of human contacts. The latter
is particularly important in police work.

What are the crucial conditions necessary for such agencies to play their role? Investigators need
vigorous support for their mission at the highest level of the agency. The agency head may
demonstrate that support by the vigor with which he or she pursues any signs of corruption. The
‘agency head may be brought to want to demonstrate such support by being held. responsible for
corruption in the agency whether or not he was aware of it and by making sure that information about
corruption in the agency is likely to be brought out by the press, independent auditors, or investigative
committees. Such internal investigative units also need independence from the threat of later reprisals
by those within or outside of the agencies whose activities are being systematically reviewed.

With all of these powers and support, the success of an internal anti- corruption agency depends
importantly upon the internal culture of the parent organization. Where corruption is’thought of as

- normal, employees feel  they have nothing to lose by way of reputation or adequate pay, and everyone
believes someone else will be corrupt ifnot they. It may take mammoth steps, far beyond the powers
of an internal anti-corruption agency, to change that culture. .The problems are doubly complicated
when the parent organization is thought to be incompetent in many ways, for incompetenceresults
in decisions that are often indistinguishable from one of the telltale signs of corrupt decisions,
inexplicability.

2. Specialized Police Units

Specialized police units must supplement internal investigative units as one of the important checks
on their vigor and integrity. Moreover, only a police unit may carry an investigation outside of an
organization, examining  the activities of the private parties involved in corruption. Furthermore, in
the United *342 States, often police are much better trained to turn i&ormation  about corruption into



a form that is usable in criminal trials.

Why do we need these specialized units? As we have seen, anti-corruption laws are difficult to
interpret. Anti-corruption investigations are necessarily more intrusive and, therefore, more difficult
and sensitive than investigations in which there is a victim to complain. A specialized police
corruption unit is likely to develop an esprit de corps that will generate the energy necessary to
sustain interest over time. Furthermore, because corruption investigations are likely to be long,
officers who are not specialized and who are dealing with other matters,will find the urgency of
violent crime displacing the long-term demands of fighting corruption.

The members of these units particularly need protection against the retaliation of powerful political
figures. They need specialized training. They should learn to work closely with professionals trained
in the law, who can guide them through investigative steps without threatening democratic
institutions by mistake.

3. The Role of the Prosecutor * .

The role of the prosecutor is a crucial role, for it is the prosecutor who can most vigorously assert
one of the central demands of the rule of law, that the powerful, including elected leaders, are subject
to the law and cannot legally Or safely serve their private interests. Making this point effectively with
the public is at the heart of the task of dealing*with  corruption.

The most serious problem in every country is that prosecutors are suspected of being heavily
involved with the potential targets of their investigations. They are, therefore, suspected of either
favoring friends among the powerful or unfairly targeting opponents of the powerful Moreover, to
the extent the prosecutor succeeds in embodying public demands to pursue and punish the corrupt,
the prosecutor becomes a prominent political figure, adding to the suspicions of his motivations. We

. have seen examples of this in the United States, [FN33]  Italy, @?N34] Spain, m35] Argentina, [*343
EN361 and Colombia. @N37]

The major problem is, thus, to insure in a way that is credible to the public that a prosecutor is
willing to bring cases against the powerful and to resist pressure to bring unwarranted’cases  against
the opponents of the powerful. This assurance may not be achieved by a public pressure so intense
that the prosecutor will be responding or catering to it and not to the merits of the. case.

For these reasons, there are a variety of devices in the United States for providing “outside”
prosecutors in some cases of political corruption. Federal prosecutors attached to the national
Government handle most cases of state and local corruption. In addition, an independent counsel,
appointed by judges, handles federal cases involving the highest level officials in the Federal
Government. Even such special prosecutors require reliable investigators, but we have found that
the Federal Bureau of Investigation can handle that responsibility with independence and skill.

There are, of course, problems with special counsel. They are likely to be less familiar with the
operations of a govemment. They may have a strong desire to establish their own reputations at the
expense of political figures. They may be reluctant to dismiss technical or ambiguous conduct that



is generally ignored and should not really be treated as criminal. They do guarantee, however,
credibility in this politically sensitive area. .

4. Adequate Court Systems

Finally, criminal prosecutions are essential to guarantee the integrity of a system, particularly with
regard to high-level officials, and they depend upon court systems that are adequate and sufficiently

. independent to try major figures. I have worked in developing countries w,here neither capacity nor
independence could be assumed. The result is thaJ any such trial would some *344 how get delayed
and obstructed along the way and would be unlikely to lead to a guilty verdict even when it was
clearly warranted by the evidence. Charges against the wealthy and the powerful are always difficult
to handle efficiently,  promptly, and at reasonable cost. They must be pursued, however, or the
anti-corruption system will lack credibility. If the promotion of judges in a career system or future
political appointment in a system that selects its judges in that way obviously depends upon the favor
of those who are being tried, the results will also lack credibility,

All this is true of more than courts. Each of the agencies that I have described must somehow be
given a substantial amount of independence from the highest political leadership. So must the
committees of the legislature that can investigate corruption. There are a variety of devices for this
even within an administration. Under President Jimmy Carter, Attorney General Griflin  Bell
published rules stating that my decisions as the Chief Prosecutor would not be overruled by my
superiors except in public and with an explanation of reasons. [FN38] A legislature may create
similar protections for prosecutors through provisions like our independent counsel laws. Most
important, of course, is tradition. High political officials may make it public and obvious that they
will respect a tradition of independence of law enforcement officers, particularly in cases alleging
crimes by high officials. This in turn however, often depends upon popular demands.

D. Popular Demands for Political Leaders to Take the Steps Described Above to End Corruption

The simple fact of the matter is that high level officials have little incentive to take the issue of
corruption seriously, aside from public demands enforced through election machinery. This is
obviously true if officials are themselves vulnerable to exposure for improper actions: I helped set
up the Independent Prosecutor’s Office that investigated ‘President Richard Niion for Watergate.
w39] The President did not willingly take the step of “345 appointing a special prosecutor,
Archibald Cox. @?N40] He did not williigly take action. against his own chief aides, John Ehrlichman,
m41] Bob Haldeman,  m42] Charles Colson,  FN43] and John Dean m44] He did not willingly
turn over tapes that would expose his own wrong-doing. jFN45] He did not willingly appoint a new
special prosecutor after firing Archibald Cox. (FN46]  He took each of these steps because the
immense power of the public demands that he take them and for no other reason.

.

Even when elected officials are less directly involved, however, they are unlikely to find advantage
in pursuing corruption in their own houses. Elected officials have other more important issues to
worry about. They know that something close to corruption often funds their campaigns and their
parties. Exposure of self-dealing within their governments creates more bad publicity than good.
Moreover, those revealed to be involved in corruption are likely to point their fingers at others.

---



Finally, the targets of corruption investigations are likely to be friends or supporters of high political
leaders.

Despite all this,*there  is a great interest throughout the law enforcement community in the United
States in bringing corruption cases, and there is no likelihood of a high political figure preventing
these institutions from carrying  out their responsibilities. What makes the response to corruption
vigorous in the United States is the political potency of the issue and, particularly, of accusations of -
“cover-up.” It is the reciprocal support of formal and informal systems, of government and-press, of
investigation and scandal. This has been true in th,e case of Watergate, [FN47] Iran-Contra, [Fl\J483
Whitewater, [FN49]  and every other major public *346  investigation.

For many countries, the problem is to create or release public anger at corruption and at the failure
to deal with it.- The public can become passive if it believes that corruption is inherent in the very
nature of government, that the state goes its own way and,is  not responsive to public demands, that
everyone in private or public life is out for themselves anyway, and that cover-up is the normal
practice of governments. These turn out to be self- fulfilling beliefs because they kill the political
demand for honesty by making it seem naive, undermining public spiritedness and hope, Yet, without
a powerful, public demand for strong action against corruption, political leaders will not act against
it, and a failure to act reinforces public skepticism. So the cycle goes on and on.

A government that wants to dispel these self%Killing  doubts and encourage the public demands that
are the final guarantee of significant action against corruption must take dramatic actions that
establish hope. Internal reforms and reorganizations are unlikely to have this effect. The public is
too likely to believe that they are just for show. What is often necessary is to bring charges against
the highest level officials who are corrupt and to dramatically withdraw political control of how the
charges are then handled, leaving that to judicial and prosecutor&l professionals.

There is, at least potentially, a great public interest in corruption and cover-up. This is manifest all
over Europe, the United States, and Japan with considerable regulari~. It is also true of Latin
America. That interest may be swamped by intense concerns about a war or depression, but it is
likely to be very prominent at most times. Only a widespread and profound cynicism can eliminate
that interest. It is the core responsibility of political leaders to prevent that cynicism, that distancing
from the state and from any sense of public responsibility, from occurring. That is the final
requirement for fighting corruption

FNa. This Address was originally given at the Milenio Foundation conference on corruption
in Latin America and Europe held in Bogota, Colombia on July 2-4, 1996.

FNaa.  Philip B. Heymann is James Barr Ames Professor of Law, Harvard University Law
School.
FNI. Charles R Babcock, Heymann  of Harvard, Watergate Ex-Aide, Picked for Justice Job,
Wash. Post, Mar. 29, 1978, at A9. -

FN2. John T. Noonan,  Jr., Bribes 606-07 (1984). The U.S. Government used a fictitious
business, Abdul Enterprises, as a cover for a sting operation. Id. at 605. ABSCAM is a



contraction of Abdul and scam. Id.

PN3. Id.,at 604-19.

FN4. See id. (describing success of ABSCAM); United States v. Myers, 635 F.2d  945,
_ 947-48 (2d Cir. 1,980) (summarizing ABSCAM operation).

FN5. See Toni Lacy,  Rostenkowski Fraud Plea Brings 17-Month  Sentence; Former Ways and
Means Chief Fined $100,000, Wash. Pas!,  Apr. 10, 1996, at Al (describing sentencing of
Representative Dan Rostenkowski). ’

FN6. Id. On April 9, 1996, Rostenkowski pleaded guilty to two counts of mail fraud and was
sentenced to 17 months in prison and fined US$lOO,OOO,  Id.

FN7. Reagan’s Circuit Nominees Confirmed in 1985, Legal Times, Jan. 6, 1986, at 5. Judge
Noonan sits on the Ninth Circuit Court of Appeals. Id. ’ ’ . .

FN8. Noonan,  supra note.2.

FN9.  Robert Klitgaard, Controlling Corruption (1988) [hereinafter Controlling Corruption].
Robert IUitgaard  is professor of econqmics  at the University of Natal, South Africa. Robert

Klitgaard, What Can Be Done? Fighting Corruption, UNESCO Courier, June 1996, at 34.

FNlO.  Controlling Corruption, supra note 9.

FNll.  Id. at 11-12, 190.

FN12. Noonan,  supra note 2, at 702-03.

FN13. Id. at 685,704-05; Controlling Corruption, supra note 9, at x-xi, 10-l 1,46-48.

FN14. Noonan, supra note 2, at 702-03.

FN15. Controlling Corruption, supra note 9, at 47.

FN16. See id. at 30-36 (discussing corruption as aid to economic growth).

FN17. ,Friedrich  Nietzsche, The Gay Science, 9 23, at 98 (Walter Kaufinann  trans., 1974).

FN18. Douglas Farah,  Guatemalan  President Dashes Backers’ Hopes, Wash. Post, May 13,
1995, at A21.  Vicios Cerezo was President of Guatemala from 1986 until 1991. Id.

FN19.  See, id. (describing  Guatemalan discontent with Cerezo); Ken Anderson & Jean-Marie
Simon, Guatemala Democracy is an Army in Disguise, L.A. Times, May 29, 1988, at 2
(criticizing army dominance of Guatemala and ineffectiveness of Cerezo); Wider Army

-.



. Unease Behind Failed Coup, Latin Am. Wkly Rep., May 26, 1988, at 3 (describing May 11,
1988 coup attempt).

FN20.  Wider Army Unease Behind Failed Coup, supra note 19, at 3.

FN21. Abraham +iicoln, Address at Gettysburg, Pennsylvania (Nov. 19, 1863) in Abraham
Lincoln, Speeches and Writings 1859-1865 536 (Library of America 1989).

FN22. Noonan,  supra note 2, at 702-03. ,
I

FN23. See id. at xx (dividing history of bribery into epochs).

FN24. See Noonan,  supra note 2, at 687-90, 695-99 (distinguishing types of reciprocal
exchanges).

FN25. 18 U.S.C. 3 201. ’ . .

FN26. Korruption in Deutschiand:  Ursachen, Erscheinungsformen, Bekampfungsstrategien.
(Berlin, Feb. 16-17, 1995).

FN27. Noonan; supra note 2, at 607-10; Myers, 635 F.2d  at 947-48.

FN28. Noonan, supra note 2, at 616-19.

FN29. See, e.g., Selwyn ,Raab,  New York Officials of Plumbing Union Charged in Bribery,
N.Y. Times, Oct. 15, 1993, at 1 (stating that New York District Attorney’s office does not
indict bribers who are victims of extorsion); Brunella Giovara & Nino Pietropinto, Torino,
interrogato Romiti; All’uscita  dalla  procura: e andato tutto bene. I legali:  ha fomito le
spiogazioni  richieste,  La Stampa,  June 16, 1995 (reporting that Fiat employees accused of
bribery were later treated as victims of extortion).

FN30.  Philip P. Pan, DC., P.G. To Recruit 400 Officers; Hirings are Largest Since ‘89-‘90
Expansion, Wash. Post, May 19, 1996, at Bl.

FN3 1. Adam Nossiter, Police in New Orleans: Film Noir in Real Life, N.Y. Times, Dec. 19,
1994, at A14.

FN32. Former Police Officer Sentenced To Death, Times-Picayune, Nov. 7, 1996, at B3.

FN33. Neil A. Lewis, Special Prosecutors’ Inquiries Have Led to Doubts About Their
Usefulness, N.Y. Times, Dec. 1, 1996,§1,  at 38.

FN34. Charles Trueheart,  Ciao Time for Italy’s Harassed Graft-Buster, Wash Post, Nov. 26,
1996 at AlO. Antonio di Pietro became the most prominent magistrate investigating the
“clean hands” scandal, which revealed widespread corruption in Italian politics and business.

--_ -



. Id. Di Pietro himself has been charged with corruption several times. Id.

FN3 5. Unpopular Parties, Economist, Dec. 14, 1996, at S 13.

FN36. Sebastian Rotella,  Argentine President Lashes Out At Corruption Charges; Latin
America: Menem Calls Rivals “Irresponsible.” They Have Linked Administration to Drugs,
Murder and Ma& L.A. Times, Oct. 17, 1996, at Al 1.

FN37. Sam Dillon, Colombia’s Chief Is Charged But a Tangled In{..@  Looms, N.Y. Times,
Feb. 16, 1996, at A2.

FN38. See Daniel J. Meador, The President, The Attorney General, and the Department of
Justice 58-60  (1980) (discussing procedures in the Attorney General’s office).

FN39. Babcock, supra note 1, at A9.

FN40.  Fred Emery, Watergate, The Corruption of American Politics and the Fall of Richard
Nixon 355-57 (1994).

FN41. Id. at 245.

FN42. Id. at 296.

FN43. See id. at 242, 426-28 (describing Colson’s departure from White House and later
indictment).

FN44. See id. at 292-302,3 18 (describing circumstances of Deans departure). .

F’N45.  Id; at 370,405-06.

FN46. Id. at 407.

FN47. Emery, supra note 40, at xi-xiii. Watergate refers to the Washington, DC. apartment
complex where the Democratic National Committee headquarters was burglarized on June .
17, 1972. Id. The ensuing payoff to the Watergate burglars and the White House cover-up
led to the resignation of President Richard Nixon. Id. _

FN48. Lawrence E. Walsh, Final Report of the Independent Counsel for Iran/Contra Matters
reprinted in Lawrence E. Walsh, Iran-Contra: The Final Report xv (1994). The Iran-Contra
affair involved the secret efforts of the Reagan Administration to obtain the release of hostage
U.S. citizens in the Middle East through weapons sales to Iran despite an existing arms
embargo. Id. The Administration also secretly supported Nicaraguan rebels, the Contras,
despite a Congressional ban on such aid. Id.

FN49. Monkey Business?, Economist, Jan. 18, 1997, at 2 1. Whitewater was a failed



Arkansas land deal. Id. An independent cotmsel  is investigating President Clinton’s possible
involvement with fiscal improprieties related to Whitewater. Id.

END OF DOCbENT

,



ENHANCING THE INTEGRITY OF JUSTICE
AND SECURITY OFFICIALS:

THE CRUCIAL ROLE OF SOCIETY AND CULTURE.

By Dr. Roy Godson

Professor of Government, Georgetown University;
President, National Strategy Information Center

Safeguarding the integrity of justice and security officials, the professional guardians of society, cannot
be left exclusively to the law enforcement and regulatory systems. Effective laws, regulations, and
enforcement are essential, but they resemble one wheel of a two-wheeled cart. A sympathetic and
cooperative public, and a culture of lawfulness, constitutes the second wheel of the cart. Without this
second wheel moving compatibly, the cart will make little progress.’

This paper examines the complimentary roles of regulation and culture. Where they come together, as
they have in such diverse regions as Sicily and Hong Kong, they have been remarkably effective.

After a brief diagnosis of society and the threats posed by corruption and criminality, the paper lists three
types of practices that have proven effective in complementing the regulatory/law enforcement approach,
as well as other non-regulatory practices that provide additional reinforcement.

Crime and Corruption: A Profile

Practices to enhance public integrity need to be considered against the general profile of society. Public
officials are drawn from  society at large, and they tend to reflect and respond to the general society of
which they, their families, and their friends are a part.

As one astute veteran of anti-corruption programs puts it, in almost any modem society a small
percentage of the population is inclined or drawn to criminal activity and corruption. There appears to be
little that can be done to eliminate this tendency completely. Fortunately, this group is relatively small,
in the order of three to ten percent of the population.

On the other hand, another segment of the population, also in the three to ten percent range rejects
criminality altogether. Probity and honesty reign. Almost regardless of the conditions in which this group
lives, they shun the temptation to lie, cheat, or steal, or take other measures that violate society’s laws
and regulations. They appear to have acquired a type of cultural immunity to these societal ailments.

’ For the analogy of the two wheels of a cart, I am indebted to the Honorable Leolucca Orlando,
Mayor of Palermo, and Member of the European Parliament.

Anti corruption strategists sometimes make a similar distinction and refer to “institutional” and “societal
attributes” that foster corruption, and the necessity for “institutional” and “societal reforms.” See, for
example, recent publications of the Center for Democracy and Governance, US Agency for International
Development.



This leaves eighty to ninety percent, most of the population, in question.2 A variety of political,
economic, and social conditions can influence the direction of this overwhelming majority. Some
conditions are likely to increase susceptibility to crime and corruption on the one hand, or support for the
rule of law on the other. The challenge is to diagnose with precision which specific conditions are most
influential. While much more research is needed, from what is now known, a two-part approach is
required to minimize the negative and accentuate the positive: first, regulatory practices that
circumscribe the influence of “the bad guys,” the three to ten percent who will almost certainly engage in
criminality at some point; and, second, a supportive cultural atmosphere for those who stand up for the
rule of law and public integrity.

“Two Wheels”

In recent years, governments and international organizations, regional and global, increasingly have
focused on the law enforcement and regulatory side of the equation. Almost every international, regional,
and national body has adopted, or is in the process of adopting, anti-corruption measures. Progress has
been made, but in many places the regulatory response is still not adequate to the challenge.

However, it is logical to expect, and experience has demonstrated, that the effectiveness of the regulatory
response can be enhanced considerably by supportive local and global culture. If most of society comes
to believe that the rule of law and the law enforcement/regulatory systems are what preserves and
improves the quality of life for everyone, government and law enforcement, will be able to function more
effectively in myriad ways. Those who transgress will find themselves targeted not only by law
enforcement, but also by many sectors of society.

In such a culture, screening systems can be improved to prevent those inclined toward corruption from
joining the ranks of justice and security officialdom. Exposing those who elude the screening system can
be intensified. Attention can be focused on preventing and rooting out corrupt practices, without having
to increase unduly intrusive surveillance and regulatory practices harmful to individual liberties and
creative initiatives.

Without a sympathetic and supportive public, the regulatory/enforcement system is likely to be
overwhelmed. Where the culture of corruption is dominant, it must be changed. In those areas where the
culture is neutral, or hanging in the balance, the culture of legality needs to be institutionalized. Where
the culture of legality is more or less established, it needs to be reinforced. In a multidimensional
environment and globalizing world, these are tasks for both governmental and non-governmental bodies
at the national, regional, and global levels. Enhancing the integrity of public officials is both a local and
global concern.

2 This diagnosis of society was first explained to me by Bob Leuci at a 1998 seminar for
Mexican and US school teachers and curriculum innovators who were developing a course and lesson
plans to counter crime and corruption on both sides of the border. Bob Leuci was a New York City
police detective who worked undercover on police corruption for the US Attorney for the Southern
District of New York in the 1970s. His story was told in a book, and later made into the movie Prince of
the City. Leuci is now a writer and lecturer on anti-corruption strategy and techniques.



Specific Effective Practices

What specifically can be done to further this culture of legality that is conducive to public integrity?
Based on successful efforts to date, three main ingredients or effective practices appear to have made a
difference.

1. The need for transparency and protection.

The first is a regulatory/enforcement system that permits openness and protects those inside and outside
government who take a stand against corruption. Societies in which the public and the media can monitor
and examine government programs, policies, and decisions, and make their findings public, have been
among the most successful in maintaining the integrity of public officials. To do this, laws and
regulations need to provide both the public access to information and the freedom to disseminate their
findings - subject only to those legal limitations necessary to protect society and individual rights. The
media, for example, must be able to report on alleged corruption in public and private places. This needs
to extend from the national and community levels to the global - so that the public can keep track of
allegations, arrests, trials, and dispositions of the individual cases that make up the patterns and practices
of their local and global neighborhoods, and, if necessary, to do something about it.

At the same time, the regulatory/law enforcement system has to protect those who acquire and
disseminate knowledge about public corruption. There are few conditions more frightening and
conducive to corruption than the fear that police or security officials will retaliate against ‘whistle
blowers’, especially in their ranks, through physical or psychological intimidation. Such protection may
require special units and arrangements for those who expose and fight corruption. Whether individuals
come forward for selfish reasons (for example, to avoid harsh jail terms) or from remorse, they and their
families need protection.

Protection programs that have been organized nationally, and internationally, are amongst the most
successful initiatives that have contributed to effective law enforcement, and to fostering a culture of
legality. These have included protection for the Italian pentiti, the program for criminal defectors who,
starting in the 198Os, provided key information on the Mafia and its collaboration with public officials.
The United States and other countries assisted in this program? Similar protective programs now have
been established in a number of countries, and international cooperation in witness protection has
increased, although such programs are still far from universal.

2. Leaders and Role Models.

A second ingredient in promoting a culture of lawfulness is closely related to free speech, access to
information, and protection. It is a society that encourages leaders of all kinds - political, cultural, media,
religious, educational, labor, and business - to speak out, and to lend their authority to anti-corruption
efforts, even when their targets are important players in public institutions with which they are friendly
or supportive.

It is useful to condemn corruption in general terms. However, when the leaders, “heros,”  or “role
models” know a lot about the practices and people they are condemning, it is even more effective. If they
are willing to be specific, to name the individuals or parts of the establishment they are attacking the

3 Richard A. Martin, “The Italian-American Working Group, Why it Worked,” in Trends in
Organized Crime, Volume 4, Number 3, Spring 1999.



effectiveness is multiplied. It requires great personal and psychological courage - and almost certainly
physical protection - to criticize or expose people or institutions that have been or may be allies in other
struggles or causes.

For example, for over a hundred years, until 1982, the Catholic hierarchy in Sicily and the Vatican did
not even publicly admit to the existence of the Sicilian Mafia. It was not until 1985 that the Pope spoke
out against the “evil institution” on the Island. This change in high level attitudes reflected a struggle
that had been taking place inside the Church for a long time. A minority of priests was able to persuade
some, but not all the hierarchy, that however close the Church had been to Mafia leaders, their
businesses, and law enforcement and political collaborators, the time had come to break the Church’s
silence. It took great personal courage for these priests and later individual Cardinals to attack an
institution to which the Church had, to some extent, been allied for decades. When this respected
authority acted, it provided a great boost to the anti-Mafia movement in Sicily.

In the ensuing years, others in areas of Sicily dominated by the Mafia, began to shine the light of
publicity on specific politicians and officials believed to be corrupt. This was a major advance in the
struggle against the Mafia and it brought about a huge change in the culture of corruption that had
gripped parts of Sicily for decades.

One of the bravest and most outspoken is the mayor of Palermo, Leolucca Orlando. In the late 1970s and
early 198Os, Orlando,  a Catholic, was close to local church leaders seeking the changes discussed above.
He was also an up and coming leader in the ruling Christian Democratic Party. In the mid 198Os, he
broke with many of his political colleagues, in effect, over their unwillingness to break with the Mafia.
Orlando maintains that it is important for credible leaders to expose corruption and the specific
individuals who are involved. As he puts it, “Mafia money and the corruption it brings have gone
elsewhere...Why? Because in Palermo now there is too much bright light, too much noise for the Mafia.
They prefer darkness and silence for their investments.“4

In many parts of the world now, local efforts to shine the light on corruption are beginning to receive
support from international governmental organizations such as the UN’s Center for International Crime
Prevention, Interpol, and the OAS’s  Inter-American Drug Control Commission (CICAD). Transnational
anti-cotruption  and civic education organizations such as Transparency International (based in Berlin)
and Civitas (based in Strasbourg) also have taken up the challenge. Transparency International (TI) has
mounted an extensive Internet site, http://www.transparency.de/,  promoting and encouraging public
awareness. The site provides guidance on how to counter corruption, encourage public debate on the
issue, and calls for ‘whistle blowers,’ individuals who expose corruption they have discovered in the
organizations they belong to or work for. “Combating cotruption  sustainably is only possible with the
involvement of all the stakeholders which include the state, civil society, and the private sector.” says TL

TI has established national chapters in countries around the world, and has developed a source book on it
Web site that “brings together best practice’ in the area of building and maintaining a country’s national
integrity system.” It notes that many groups are organizing to publicize official information about
publicly-financed projects so that the affected public knows who has been contracted for what, and for
how much money. So informed, concerned members of the public can confront the responsible officials
and demand accountability if these officials are involved in improprieties.

4 “Free to Get Rich,” excerpted from “Furthering a Culture of Lawfulness” Civitas International
and the National Strategy Information Center, 1997.



Working with professional civic educators in many countries, Civitas sponsored an international
conference in Mexico in 1997 to focus attention on the need to foster a culture of lawfulness. Its next
global meeting, on June 1 S-22, 1999, will be held in Palermo, Sicily to provide educators from around
the world with an understanding of the “Palermo Renaissance,” the specific techniques that can be used
to foster such a culture, and the role that formal school and community organizations can play.

3. Education Programs to Combat Crime and Corruption

The third practice that has helped to promote a culture of lawfulness is civic and community education.
Empowering and educating the citizenry is essential. Knowledge, attitudes, and skills are not automatic.
Systematic, formal, and less formal education programs in schools, professional associations, trade
unions and the workplace, and religious institutions appear to make a difference when coupled with the
previous conditions.

School-based education, for several reasons, appears to be one of the most promising ways to advance
and foster these requisite qualities. Schools are amongst the most important, widespread, and strategic
civic education organizations. Most, but not all young people attend primary school, and more and more
are attending secondary school. Second, schools are amongst the most well-endowed civic organizations
in any society. Schools have facilities to hold formal classes, for example, on crime and corruption, and
the opportunities to organize supportive extra-curricula and cultural activities in their communities.
Most schools have teaching materials, books, and some have new information technologies. The staff,
particularly the teachers, are close to the students, and are respected members of society. Schools can
reach large numbers of children, and through them, their parents, and the community at large.

A variety of learning strategies and approaches can be tailored to individual educational systems. The
most systematic and tested anti crime and corruption program, that in Hong Kong, was started in the
1970s:  Less formal though widespread activities appear to have been effective in Palermo and in parts
of Western Sicily since the early 1990~.~  New initiatives now have been launched in such disparate
places as Botswana in southern Africa, and in the US-Mexican border area.

Promising But Untested

Two promising but untested anti-corruption practices are international and transnational pressures and
popular culture. Though hard evidence does not yet exist to confirm their efficacy, logic, intuition, and
indirect evidence suggests they may be effective.

Governments, international organizations, and non-governmental organizations can bring international
and transnational pressure to bear in many ways and in various fora to further a culture of lawfulness
in a particular region. They can praise or condemn various actions; promote business and tourism or
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discourage it; and create incentives as well as disincentives. They can reward courageous heros,
advocacy groups, and the media, whose efforts to expose crime and corruption, may put them in danger.
They can also steer business and investments to cities, regions, and countries where the rule of law is
respected and promoted.

Likewise, the numerous manifestations of popular culture can potentially reinforce the values that make
for law abiding, values-oriented citizenship. Films, popular music, television, advertising and other
elements both reflect and contribute to behavior. Artists and media mirror society but they also are trend
setters who influence behavior.

Were the creative talents that go into the production of box office hits, platinum records, and similar
market successes applied to glorifying the exploits of the whistle blowers and anti mafia heros of our
world, and to promoting respect for moral values and law, it would likely contribute to the fight against
crime and corruption by affecting attitudes and values.

For example, if the popular media reinforces drug trafftcking  and machismo, as the narcocorridas
[popular songs about drugs] do along the US Mexican border, it is more difficult to convince the
population, especially young people on both sides of the border, to oppose these practices. If, on the
other hand, music, books, magazines, and films  stress the negative effects on the lifestyles of those who
go down this path, they are likely to weaken the allure of crime and corruption.

This is not to suggest that creating this popular culture, and criticizing negative images in the popular
media are primarily the work of government. This is neither feasible nor desirable. Rather, the cultural
leaders, artists, and foundations who support popular culture, and the entrepreneurs who provide the
financial infrastructure,need  to make appropriate choices about the conditions and values they are
reflecting and to which they are contributing.

Conclusion

This paper has argued that two parts or “wheels” - the regulatory and the cultural - are important to
protect the integrity of public officials. Each reinforces the other, and they must be symmetrical and
synchronized to produce maximum efficiency.

Three proven ingredients have fostered such a culture: first, free speech, access to information, and a
protective governmental apparatus; second, leaders, role models, or heros, with the credibility to expose
corruption and justify sustained anti corruption campaigns and practices; and, third, school-based and
community oriented education programs. Without these three ingredients, the regulatory approach on its
own is likely to fail, or to become too intrusive, expensive, and counterproductive. Global pressures and
incentives, and sympathetic popular culture can reinforce the cultural practices that already have proven
successful.
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